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Safety... no rrossen: 


It’s as simple as ABC... do the right thing at the 
right time! 













Safe ownership of real estate is no problem 
either...insist on title insurance when you 
buy your home or invest in real estate. 








A Commonwealth Land policy 
supports safe ownership with 
great financial strength 
and personal friendly 
service. 











ronssuresedl 








Title Insurance Since 1876... 
Assets In Excess Of $9,500,000 
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A 
COMMONWEALTH /LAND 
il, npany 


Main Office: 1510 Walnut Street, Philadelphia 2 . . . Telephone: WAinut 3-0400 


WILLIAM M. WEST . JOHN B. WALTZ - LAWRENCE R. ZERFING 
Chairman of the Board President Executive Vice President 





TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS. OHIO, WEST VIRGINIA, CONNECTICUT, FLORIDA, NEBRASKA, VIRGINIA, LOUISIANA 














More Lending is Most Logical in Philadelphia 
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makes Metropolitan Philadelphia 
a prime investment area 


























Philadelphia’s billion-dollar renaissance is no secret! Even 
the Denver Post reportedly claims: “‘One half of the redevelop- 
ment projects in the U. S. are in Philadelphia.”” Everything 
from a center-city development rivaling Rockefeller Center 
and a revolutionary new Food Distribution Center serving the 
entire area to the nation’s largest public housing project—a 
“city within a city.” 


No wonder business leaders—primarily PMBA clients—have 
invested over $8-billion in this quality mortgage market since 
1952 . . . with $10-billion more scheduled by 1962. 


They know this dynamic redevelopment reflects Philadelphia’s 
booming industry. Its diversity and stability has kept a labor 
force growing at the average rate of 20,000 more workers each 
year, with area residents enjoying 15% more purchasing power 
than the average American family. Local manufacturers’ 
capital expenditures top $400-million annually. And real 
estate values have soared steadily since World War II, thus 
enriching any lender’s security. 


As a mecca of new industry, this Workshop of The World 
offers you many sound investment opportunities. Contact us 
now for details. There’s no obligation. 





PHILADELPHIA MORTGAGE BANKERS ASSOCIATION 


914 PHILADELPHIA NATIONAL BANK BUILDING + PHILADELPHIA 7, PA. 
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—LORD BYRON 


IKE the good jinni who came to Aladdin’s service when 
a. he rubbed the magic lamp, the banker's dollars 
have been the good genius which has helped to finance the 
more than thirteen million owner-occupied homes in these 
United States. 

But prudence, not magic, is the banker’s guiding 
light in financing these projects. In the practical protection 
of his investment, such factors as the status of the title 
are never overlooked. For this security, bankers agree, 


there’s no better protection than a TG title policy. 


THE TITLE GUARANTEE 
es COMPANY 


CHARTERED IN NEW YORK STATE IN 1863 


HEAD OFFICE... 176 BROADWAY, NEW YORK 38, N. Y., WOrth 4-1000 


Title Insurance throughout the states of New York, New Jersey, Connecticut, 


Massachusetts, Maine, New Hampshire, Vermont, Georgia 
and other states through qualified insurers 
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MBA CALENDAR FOR 1960 


January 19-21, Senior Executives 
Conference, New York University, 
New York. 


January 24-26, Senior Executives 
Conference, Southern Methodist Uni- 
versity, Dallas. 


February 29-March 1, Midwestern 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago. 


March 17-18, Mortgage Servicing 
Clinic, Mayflower Hotel, Washing- 
ton, D. C. 


April 4-5, Southern Mortgage Con- 
ference, Robert Meyer Hotel, Jack- 
sonville, Florida 


April 21-23, Western Mortgage 
Conference, Paradise and Jokake 
Inns, Phoenix 


May 2-3, Eastern Mortgage Con- 
ference, Hotel Commodore, New 
York 


May 19-20, Mortgage Servicing 
Clinic, Hotel Leamington, Minneapo- 
lis 

June 19-25, School of Mortgage 


Banking, Courses I and II, North- 
western University, Chicago. 


June 26-July 2, School of Mort- 
gage Banking, Course III, Northwest- 
ern University, Chicago. 


July 24-30, School of Mortgage 
Banking, Course I, Stanford Univer- 
sity, Stanford, California. 


July 31-August 6, School of Mort- 
gage Banking, Course II, Stanford 
University, Stanford, California. 


October 3-6, 47th Annual Conven- 
tion, Conrad Hilton Hotel, Chicago 


"Wiortgage Banker 
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SPEAKING ENGAGEMENTS OF PRESIDENT BASS 


(Other Than MBA Meetings) 
January 19, National Association of Home Builders, Chicago 
January 22-24, Oklahoma MBA Convention 
January 30, New Orleans MBA Meeting 
March 16, New Jersey MBA, Newark 
March 22, New York State Mutual Savings Bank Association, New York 
March 24, St. Louis MBA Meeting 
March 31, California MBA Convention 
May 11-13, Texas MBA Meeting 
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FFICIENCY 





There is a very good reason why a number of the 
country’s foremost mortgage lenders come to 
Louisville Title for customized title insurance 
service. They have found that prompt, 
immediate attention is given every problem... 


service that is efficient in every detail. 





LOUISVILLE TITLE 


Pesutance Company. 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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Ps Now you can get fast, dependable \. 
/ Title Service in 30 California Counties with just \ 

















Over 92% of California property owners can now have their property 
rights protected by Title Insurance and Trust Company, its subsidiaries 
and affiliate companies. Now when you want title service in any of the 
30 counties served by Title Insurance, its branches, subsidiaries or 
affiliate companies, simply call the title company in your county and 
place your order. The experienced title specialist there will handle 
the whole transaction for you...get it started faster, closed sooner. 
Take advantage of this new, faster, streamlined service. 

It’s provided at no extra cost by T.I.—the world’s largest title 
company, serving California property owners for over 65 years. 
TITLE INSURANCE AND TRUST COMPANY...serving Inyo, Kern, Los Angeles, 
Mono, Orange, San Luis Obispo, Santa Barbara, Tulare and Ventura counties. 
CALIFORNIA PACIFIC TITLE INSURANCE COMPANY DIVISION...serving Alameda, 
Contra Costa, Fresno, Marin, Monterey (Monterey County Title Company), 
Sacramento, San Francisco, San Joaquin, San Mateo, Santa Clara, 

Santa Cruz, Sonoma (Sonoma County Land Title Company) counties. 
PIONEER TITLE INSURANCE COMPANY... serving Imperial, Riverside and 
San Bernardino counties. 


UNION TITLE INSURANCE COMPANY...serving San Diego county. 
AFFILIATE COMPANIES . .. Northern California Title Company serving 
Calaveras county, Glenn county and Tehama county; Mid-Valley Title 


and Escrow Company serving Butte county; North Valley 
Title and Escrow Company serving Shasta county. 


Title Insurance @, an: Trust Company 


Assets over $75,000,000 


433 SOUTH SPRING STREET, LOS ANGELES 54+ MAdison 6-2411 


Title Insurance and Trust Company operates through branches, affiliates and subsidiaries in 30 California counties, and 
through other subsidiary companies, offers complete title service throughout the states of Nevada, Oregon and Washington. 
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This is the season for forecasting the business weather ahead. A prime 
statistic for the mortgage man, peering into the future, is how many housing starts 
will there be in 1960. FHA says "in excess of 1,300,000." Johns Manville esti- 
mates 1,260,000, U. S. Savings & Loan League says "about 1,200,000." A Fortune 
Magazine survey comes up with 1,350,000. Saul Klaman says 1,200,000, Dr. James J. 
O'Leary the same. An estimate for the closest scrutiny is that of Housing's 
No. 1 Economist, Miles Colean, also of the MBA Washington Letter and Quarterly 
Economic Report. In his House & Home forecast, he looks at 1960 in terms of 
1,270,000 starts, off 115,000 from 1959's projected 1,385,000. 


How About Money: But for mortgage bankers, an even more prime statistic is 
what's with money in 1960. Says Colean, "Don’t expect easier money to be reflected 
in lower interest rates. If money costs slacken at all, they will slacken only 
slightly and temporarily. Like it or not, we are in for a period of relatively 
high interest rates. But they (higher interest rates) didn’t put a drag on 
the market this year, and it is doubtful if they will in 1960.” 


Other items cited by Colean as optimistic for 1960 housing are the current 
boom in rental apartments, and a slowing of price rises in labor and materials. 
He predicts that over 20 per cent of 1960 housing units will be apartment units, a 
greater percentage than any year since 1927, principally because apartment loans 
are more and more popular with lenders and any pinch in credit should hit the 
multi-family building less drastically than the single-family house. The Colean 
view: "The outlook is better than you think." 


New Year, New Housing Legislation: The time has arrived for the new session 
of Congress and if 1960 follows the 1959 pattern in housing legislation, there may 
be a flood of housing bills into the hopper the first thing. General hope in 
the mortgage field, as in most other related areas as well, is that an all-inclusive 
omnibus housing bill can be avoided. The FHA authorization and an extension of FHA 
Title I, of course, will have top priority in any legislation. 

The various MBA committees, including the Legislative, have a number of pro- 
posals before them, all of which are receiving closest scrutiny. The possibility 
has been suggested that FHA might issue amortization schedules at the time a firm 
commitment is made rather than wait until the loan is endorsed for insurance. Might 
FHA change its debenture rate more frequently than the present schedule of about 
every six months is another. The possibility has also been suggested that FHA, to 
encourage savings, might temporarily suspend the pre-payment penalty of 1 per cent 
of the original principal amount of the loan, if paid off prior to maturity. If no 
re-financing is involved and the penalty were waived, people might be encouraged to 
save more by mortgage pay-offs is the reasoning behind the suggestion. Another: 
Should FHA encourage savings by decreasing its insurance premium if the borrower is 
willing to make a large downpayment at the time of his home purchase on the theory 
that this kind of a downpayment would result in a lesser risk to FHA and therefore 
could justify a smaller insurance premium than the typical 1/2 per cent? 

One piece of legislation sure to have MBA's support is that which would give 
equal tax treatment to real estate investment trusts, long a cardinal plank in the 
MBA Policy Statement. HHFA approves. nother desired objective legislative-wise: 
Enacting a bill to make the cost of FNMA stock deductible as a business expense for 
income tax purposes. Also suggested: An enlarged board of directors for FNMA. 

(A start has been made by election of Raymond Saulnier, chairman, President's Coun- 
cil of Economic Advisers). Another long-term objective: Complete codification of 
housing laws. 

How Others Are Thinking: Home builders’ housing policies for 1960 legis- 
lation haven't been finalized but from out of the welter of proposals and discus- 
sions it’s a fairly safe bet they will says 

That FHA ought to take the plunge and cut down payments now. 


That the VA rate ought to be as flexible as FHA’s, meaning that the VA 
ought to have the same power to go as high as 6 per cent. 
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Your policy from American Title 
provides the most exacting safeguard 
of your mortgage investment. 
American Title is one of the nation’s 
recognized leaders in the 
title insurance industry. ° 





LICENSED TO WRITE TITLE INSURANCE IN Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, Indiana, Kansas, Kentucky, Louisiana, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New York, New Jersey, New Mexico, North Carolina, North Dakota, Ohio, 
Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands. 
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be extended until 1965 rather than let it 
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1g be abolished entirely. 


That me requirements be eliminated in FHA loan valuations. 
What's iry and What Isn't? Who could have foreseen, in recent years, that 
ich a questi uld ever arise in mortgage lending and yet it has, and in an im- 
portant way too. When the FHA rate went to 5 3/4 per cent, adding the one half of 
per cent insurance premium boosted the charge to the borrower to 6 1/4 per cent 
—and that ran up against the 6 per cent maximum rate in 12 states. Did it violates 
the usury laws i those states? Few thought so but there was no precedent for say- 
ing it did not. Most rigid laws are those of New York and Tennessee where, in usury 
ases, both principal and interest are at stake. In Tennessee, certain investors 
juestioned the matter and some of them have withdrawn from the FHA market. The 
Mempl MBA, as well as other local groups throughout the state, sought legal opin- 


, finally from the state attorney general who declined to rule on the matter. 
Th left the only avenue open as a test case in the courts. As a result, a home 
uilder Shelby County (where Memphis is located) and a prospective home buyer 
have filed a friendly suit against a Memphis mortgage banker, Marx & Bensdorf, Inc. 
They ask the court to rule that FHA insurance premium is not interest but "bona fid 
reasonable expenses lent to obtaining FHA insured mortgage loans.” It is ex- 
pected that the court will rule on the matter shortly and that the case will then g 
lirectly to the State Supreme irt with a decision expected in February. No one 
xpects anything but a favorable decision in the matter but as long as uncertainty 
ckist th arket r FHA loans i Tennessee is clouded to say the least. 
A albreath, president of Percy Galbreath & Son, Inc., and Memphis MBA 
t the a 2 lu f FHA-insured loans in Tennessee exceeds $75 


Your entrance to 
More Profitable 


in the St: Louis Area 


We invite your inquiries. 
Cali or write today. 
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Mortgage lnvestments 





ershman 


INVESTMENT CORP. 





12 SO. HANLEY + PArkview 5-9300+ ST. LOUIS 5, MO. 


illion for one-family to four-family homes. This volume has dwindled "at least by 
per cent,” Mr. Galbreath asserted. 

Out-of-State participation in such loans virtually has vanished, and will not 
become active again, he predicted, unless the Supreme Court rules that the 6 1/4 

per cent total FHA interest does not violate the State's usury law. 

In the brief filed in the suit, it was charged that failure to recognize the 
legality of the 6 1/4 per cent interest rate could jeopardize the thousands of jobs 
in the building trades. 

"If the suit is lost, mortgage money to Tennessee will be shut off and home 
building will be stopped,” Mr. Galbreath said. Further, he added, sales of existing 
homes and commercial construction would be virtually paralyzed. 

Cautious with new powers: The savings and loan associations haven't rushed 
to use many of their new lending powers. In the eight months ended June 30, 
they only made around 3,200 conventional loans in excess of 80 per cent of appraised 
value for a total of about $43 milli on—insignificant when compared to total loans 
made in that period. From March 1957 through June 1959, they made around $290 
million of participation residential loans. Of this, $60 million were made in the 
second quarter. The S & Ls are counting on this new development to be a big 
factor in their future lending. Even though nearly 500 insured institutions have 
made participation mortgages, the real test of what this development will mean 
is to come after credit conditions are more normal. The institutions are also 
likely to go slow with their new powers to finance the acquisition and development 
of land. The law permits associations having general reserves, surplus and un- 
iivided profits to use 5 per cent of the amount of withdrawal accounts for such 
loans—but the regulations permit only 3 per cent. Again, they'll walk before 
they start running. 

A Need for Understanding: Says Saul B. Klaman: "There is more misunderstand- 
ing about the role of interest rates and discounts in mortgage markets idan in other 

inancial markets. The fact that government-insured mortgages bearing fixed 
rest rates are available only at discounts means merely that the supply of funds 
available at these contract rates is smaller than the demand. Why, therefore, 
should special criteria be established to judge the value of mortgage instruments 
to borrowers and lenders?" 








SERVING THE CALIFORNIA 
INTERESTS OF THE NATION'S 
LEADING INVESTORS 


BUNDY COLWELL 
PRESIDENT 
ae 2 


S856 WILSHIRE BOULEVARD CALIF. 
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INTEREST RISE ENDING? 

Says Henry C. 
dent, Morgan Guaranty 
pany, New York: 


Alexander, 
Trust 


pre Si- 
Com- 


that the 
Any- 


way, after 20 years of abnormally low 


likelihood 


worst pressure on rates 1s past 


“There is a 


rates, present interest rates should be 


regarded as in an area as normal.” 


SPARKMAN SPEAKS 
John Sparkman of Ala- 
expert 


Say s Sen 


bama, leading congressional 
on housing and housing financing and 
sub-committee on 


Banking 


chairman, Senate 
Housing, Senate 


rency Committee: 


and Cur- 


“I am quite sure that if our people 
do not voluntarily reduce their con- 
sumption of capital for items less es- 
sential than housing, the result will 
cause our people to demand action by 
the Government. I do not want this 
to happen. But we 
foolish to suppose that our society will 
long tolerate the costly and unhealthy 
conditions which characterize our ur- 
These condi- 


would be very 


ban and rural slums. 


tions are intolerable and they will be 


changed.” 


ALS 


SERVICE 
COVERS 


es 


ALLIANCE - CHARDON - CINCINNATI - 


COLUMBUS - DAYTON - ELYRIA 


IS THIS WHAT’S AHEAD? 
Says Albert Rains, Representative 
chairman, sub- 
committee on housing, House Bank- 


from Alabama and 


ing and Currency Committee: 


“I recognize that the problem of 
assuring an adequate supply of mort- 
gage capital for the home building 
industry is a most difficult and com- 
plex one. But I do feel strongly that 
we cannot sit idly by and wait for the 
inevitable readjustment. In our forth- 
coming studies and hearings, we will 
entertain all and 
We will search for ways of tapping the 
vast resources of pension funds. We 
examine carefully the builders’ 
proposal for a central mortgage bank. 
I say quite frankly if home building 
is on the Congress re- 
convenes, and these pro- 
posals has been found to work, we 
will seriously consider providing a 
substantial support fund in the Fed- 
eral National Mortgage Association’s 
special assistance operation, similar to 
the billion-dollar fund provided in the 
Emergency Act of 1958, which, in my 
judgment, was a key factor in spark- 
ing us out of the last recession. 
that the 


ideas suggestions. 


will 


ropes when 


none of 


“Now I am well aware 


* et 
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suggestion that additional FNMA spe- 
cial assistance may be necessary auto- 
matically brings forth cries of infla- 
tion in many quarters. These cries of 
alarm, however well intentioned, are 
unfounded. I yield to no man in my 
opposition to inflation, and I am 
aware of the injustice which inflation 
brings to many of our people. But 
I am also aware of the fact that this 
subject is encrusted with a welter of 
myths and misunderstandings.”’ 


THE LINE MUST BE HELD 

Says Raymond J. Saulnier, chair- 
man, President’s Council of Economic 
Advisers: 

“We will do better in everything 
if we manage to hold costs and prices 
in line. This is the key. We not only 
have to hold them in line but we have 
to hold them in line long enough so 
that people will get the idea that they 
do live in a world in which they can 
have confidence in the stability of 
costs and prices, and not be constantly 
in fear of an increase. It is that 
psychological difference that is the 
important thing.” 


ONE SENATOR’S OPINION 

Says Sen. Harry Byrd, chairman of 
the Senate Finance Committee: 

“We are faced today with more 
deficits, more debt, growing inflation, 
sinking foreign trade balance, dwin- 
dling gold reserves, Russian gains in 
the continuing race in scientific, mili- 
tary and economic fields. These are 


ESVILLE - RAVENNA - YOUNGSTOWN 








serious weaknesses, dangerous condi- | 


tions which must be reversed. Fed- 
eral deficit financing has been the 
rule for more than a quarter of a 
century. But the fiscal condition in 
the U. S. government deteriorated 
faster in 1958-59 than in any com- 
parable peacetime period during my 
26 years in the Senate.” 


ANOTHER SENATOR'S VIEW 


Says Sen. Lyndon Johnson of Texas, | 


Senate majority leader: 
“It is not soundness—it is madness 
when we hack away at the pillars 
of the future in the name of a short- 
sighted fiscal policy. Tight money 
can only mean a tight grip of stagna- 
tion about the windpipe of our fu- 


” 
ture. 


A PLEA FOR CONFIDENCE 

Says FHA Commissioner Julian H. 
Zimmerman: 

“I don’t know of anyone in Con- 
gress, either Republican or Democrat, 
who is opposed to the concepts of the 
Federal Housing Administration. Yet, 
every year Congress insists on wrap- 
ping FHA’s mortgage insurance au- 
thorization into omnibus legislation 
which usually becomes a catch-all for 
many controversial or unreasonable 
proposals. This serves only to hold 
FHA as hostage in order to get legisla- 
tion signed into law which the Presi- 
dent otherwise opposes. 

“Omnibus legislation has tended to 
become a collection of unrelated pro- 
visions in a single bill. This is unfair 


to a President, and has been op- | 


posed by every one of them back to 
President Lincoln. It puts the Presi- 
dent in the position of having to sign 
the bill because there are a great deal 
more good than bad features; or being 


forced to veto the bill because its | 


undesirable features outnumber its 
good points. 


“Under present law, FHA’s insur- | 


ing program can come to a dead stop 


if Congress does not see fit to increase | 
the amount of insurance authorization | 


available. . . . FHA now has assets 
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1. Inland Mortgage Corporation originates and brokers VA, 
FHA, and Conventional mortgages. 


2. Availability—over 20 states. 

3. Inland mortgages are owned by nearly 300 financial 
institutions. 

4. Wide range of investments available—one mortgage 
or hundreds. 

5. Immediate or deferred delivery. 

6. Fast processing, using latest IBM equipment. 


Our services are available to individuals or mortgage brokers, and 
to mortgage, financial, investment, insurance, or banking firms. 
Contact us today. Call, wire, or write J. J. Flynn, Executive Vice 
President, Inland Mortgage Corporation, 501 So. College St., Piqua, 
Ohio. Telephone PRospect 3-7550. 


totaling more than $1 billion, of | 


which $800 million is insurance re- | 


serve funds. We pay our own way 
out of operating income and every 
year add millions of dollars to our 


” 
reserves. 


Inland Mortgage Corporation 


PIQUA, OHIO 
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More Homes Than Ever and 
Bigger and Better Too 


That’s the phenomenal record made in the last 
decade, a record that has done more to change the 
face of America and improve the standard of 

living than any other one thing. 


An insight into some of the salient 
characteristics of the housing market 
in recent years and the increasing ex- 
tent to which America is becoming a 
nation of homeowners is provided by 
a Federal Reserve Board survey. 

The figures show that the number: 
of homeowners rose from 20 million 
early in 1949 to nearly 29 million at 
1959, a rise of 44 
per cent in the decade. As a result, a 
decided majority of American families 
now their own homes—58 per 
cent of all nonfarm families as com- 
pared with 51 sper cent 10 years be- 
fore. The home ownership ratio had 
never been as high as 50 per cent 
before World War II. 

Behind the attainment of this rec- 
ord are rising population and family 
needs, a marked expansion in personal 
incomes, and the persistent uptrend 
in the standard of living. But just as 
basic was the availability of mortgage 
funds from the people’s thrift institu- 
tions, the predominant source of this 


the beginning of 


own 


lending, indicating the dynamic role 
that personal savings play in advanc- 
ing the welfare of the people and the 
progress of the economy. 

The figures show that 
gage debt on nonfarm owner-occupied 
homes rose $73 billion in the last dec- 
a total of $106 billion at the 
beginning of 1959. Life 
mortgage holdings on one-to-four 
family nonfarm homes more than 
quadrupled in the 1948-58 decade, 


showing a net increase of more than 


total mort- 


ade to 
company 


$17 billion in the period. 

Another significant development of 
recent years has been a marked trend 
toward the purchase of more expen- 
sive homes. This was particularly no- 
ticeable in homes priced at $20,000 
or more, which accounted for a sixth 
of all home transactions in the 1956- 
98 period, double the comparable pro- 
portion five years earlier. 

Similar trends are found in homes 
priced between $12,500 and $20,000. 
In fact, the figures show that half the 


purchasers of homes in 1958 paid 
$12,500 or more, as compared with a 
comparable ratio of a third in 1953 
and only a fifth in 1948. 

Obvious factors in this development 
have been the uptrend in income lev- 
els in recent years and the need for 
larger homes due to the pronounced 
increase in multi-children families in 
the last decade. But another major 





factor in the cost of the average home 
today has been the inflationary trend 


of the last two decades. In the 1948- 
58 period alone the dollar lost a sixth 
of its buying power, and this has had 
a fundamental impact on_ building 
costs and property valuations. 

However, the burden of monthly 
payments to maintain a home has 
changed little in the past decade, 
since growth in income has kept pace 
with repayment schedules. 

The following table gives the trend 
of prices paid for nonfarm homes, 
based on the percentage distribution 
of purchasers, over the past decade: 
Price of Home 1948 1953 1958 


Under $5,000 . NS 15% 16% 
$5,000 to $7,499 16 6 12 
$7,500 to $9,999 > 24 13 
$10,000 to $12,499 _ = 21 8 
$12,500 to $14,999 a 14 17 
$15,000 to $19,999 “Ee ll 18 
$20,000 and over 5 9 15 


Median price .............$7,800 $10,500 $12,300 
Source: Federal Reserve Board. 





we urge you to consult us. 


51 EAST 42ND STREET 





ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 


secondary market. If you seek Takeout Commitments, 


EDWIN F. ARMSTRONG & COMPANY 


MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 

















Protect your mortgage investments wict 
Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 


otherwise invest in real estate. 


Baths Jitle insurance COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania. . 
West Virginia... District of Columbia...New Jersey... Ohio. . . Florida 
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Need for More Savings to 
Be Increasingly Urgent 


The tight money era has demonstrated conclusively 
> the need which our growing economy has for greater 
savings to finance expansion and every sign points 


to more of the same. 


What has been termed the Ameri- 
can population “explosion” since the 
Forties is about to manifest itself in a 
pronounced uptrend in the size of the 
working population in the years 
ahead, by contrast with its compara- 
tively slow growth of recent years. 

The Bureau of Labor Statistics, in 
its projections, expects the number of 
new workers to increase by 13% mil- 
lion persons in the Sixties. This would 
be half again as great as the number 
of entrants into the work force in the 
current decade, as compared with 
only a minor increase between the 
Fifties and the preceding decade. A 
continued expansion is anticipated for 
the decade of the Seventies, with the 
labor force expected to grow by over 
15 million in that period. 

The American economy over the 
years had demonstrated its strength 
and resilience in providing employ- 
ment opportunities for an expanding 
population and in steadily advancing 


FHA 
VA 





the people’s living standards to levels 
never attained hitherto. However, the 
size of the increase in the work force 
in the offing lends new emphasis to 
the current discussion of the nation’s 
growth performance and to the prin- 
cipal factors that promote or retard 
economic expansion. 

In a high investment economy such 
as ours, it is obvious that the ade- 
quacy of savings and capital forma- 
tion is of fundamental importance to 
growth. Every effort must, therefore, 
be exerted to encourage the people 
to save more if the nation is to 
achieve its potentials and to meet the 
challenge of an increasingly competi- 
tive world. A savings “pinch” has 
been a familiar characteristic of the 
capital and investment demands of 
recent years. More savings and capi- 
tal formation will not only be needed 
for business and industrial expansion 
in the years ahead. They will like- 
wise be required to meet the growing 


MORTGAGE FINANCING 


Conventional 


NATIONWIDE 


FITZGERALD, REED & BISCO 


554 FIFTH AVE., NEW YORK 36° 


Circle 5-2115 


Inquiries invited 








for 
TITLE INSURANCE 





CONNECTICUT, DELAWARE, 


PENNSYLVANIA, LOUISIANA, 
VIRGINIA, MARYLAND 
and NEW JERSEY 


rely on... 





HEADQUARTERS 
BRYN MAWR, PENNSYLVANIA 
Gordon M. Burlingame, President 
oo 
Telephone: LAWRENCE 5-9600 
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demands for mortgage funds from 
homeowners, and to provide govern- 
ment with the social capital needed to 
build schools, roads and other com- 
munity facilities. 

Of paramount importance to the 
nation’s future, too, is the need to 
control inflation and to stabilize the 
buying power of the dollar, a problem 
with which the country has been 
plagued for the last two decades. In- 
flation is the great enemy of savings 


and capital formation, and hence a 


major threat to continued and sus- 
tainable national progress. Consid- 
ering the demands of the future, 


inflation-breeders such as chronic gov- 
ernment deficits and wage-price spi- 
rals must be stopped. 

Other factors that are inti- 
mately related to the nation’s growth 
prospects are the need for steadily 
rising productivity in keeping with 
our historical trends, and the size and 
record tax burden 


also 


incidence of ou 
and its effect on incentive. 

The Bureau in its study of popula- 
tion and labor force trends expects 
the working population to increase 
from an annual average of 73.6 mil- 
lion persons in 1960 to a total of 87.1 
million in 1970, accelerating as the 
decade progresses and as those born 
in the post-World War II “baby 
boom” reach working age. In 1975, 
the work force is expected to approxi- 
mate 95 million, an indicated growth 
of more than 15 million for the Sev- 


entices. 


1959 Life Firm 
Mortgages Up 


$6,000,000,000 of 
gages were acquired by the life com- 


Close to mort- 
panies in 1959, reports the Institute 
of Life This was $700.- 
000,000 more than was acquired in 
1958 and 
acquisitions by the 


Insurance. 
nearly twice the mortgage 
insurance com- 
panies ten years ago. 

Total mortgage holdings, represent- 
ing the financing of hundreds of 
thousands of homes, commercial plant 
facilities, and farm units, reached an 
$39,150,000,000 at vear- 
end. This is a $2.000.- 
000,000 in the year and is more than 
three mortgage total out- 
standing at the start of the 1950’s. 
Mortgages now represent over 34 per 


estimated 
rise of ove! 


times the 


cent of the life companies’ assets. 


The major share of the life com- 
panies’ mortgage financing continues 
to be for family housing. Over 75 
per cent of mortgages held are on 
non-farm single and multiple family 
dwellings. 

Conventional urban 
single or multi-family dwellings and 
commercial properties accounted for 
two-thirds or $3,800,000,000 
of the mortgages acquired by the life 
companies in 1959. This was about 
$500,000,000 more than such acquisi- 
tions in 1958. Total holdings of con- 
ventional mortgages reached $20,750,- 
090,000 in 1959, or 53 per cent of 
the mortgage aggregate. 

FHA mortgages represented $1,- 
350,000,000 of the new acquisitions, 
$225,000,000 more than the 
previous year’s total. Holdings of 
FHA mortgages reached a new high 
of $8,550,000,000 at year-end and 


mortgages on 


about 


about 







COLORADO 
NEW he 


MEXICO 









TEXAS 
LOUISIANA 


were 22 per cent of the aggregate 
mortgage total. 

VA mortgages accounted for $150,- 
000,000 of the life companies’ 1959 
mortgage acquisitions, $45,000,000 
less than the previous year. Total 
holdings of these mortgages decreased 
) per cent in the year and were about 
$7,050,000,000 or 18 per cent of the 
mortgage loan total. 

Farm mortgage loans accounted for 
$500,000,000 of new acquisitions in 
the year, up 14 per cent over 1958. 
Aggregate farm mortgage holdings 
reached $2,800,000,000 at year-end 
1959, or 7 per cent of total mortgage 
investments. 

In appraising the life companies’ 
mortgage financing outlook for 1960, 
the Institute noted that the compet- 
ing demands for capital from business 
and industry may cut into money 
available for mortgage loans. 








Title Service 
To Investors in Mortgage Loans 
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For information on agencies in all four states write our 


Home Office, 1301 Main, Dallas 
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Company 

















= 


New Servicing 


200 East 36th Street 
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F. H. A. and V. A. Mortgages Sold 
Accounts Established 


Exclusive Representation 


FRANK McREDMOND 


re EREEEEeseell 


vane ae 


——— 


New York 16, New York 











Mr. Mortgage Lender — 


No greater security for the 
dollar that goes into the kitchen 


than (gia? Bilt-In Appliances 








The most complete color-matched Line 


Meeting All New F.H.A. Requirements 





Facing you, Mr. Mortgage Lender, is the Preway look of luxury — 
color-matched, design-matched beauty in built-in appliances. This complete 
co-ordination that gives kitchens extra value in lasting luster is also an 
insurance factor for you in the event that a resale arises. And because 
built-ins are a permanent installation, Preway builds in enduring quality — 
in materials, workmanship and engineered accessibility. 

Preway Bilt-Ins are featured . : . , bie 
To put it another way, Preway is the pioneer leader in multi-line 


in the kitchen of PARENTS’ ee ; . 
MAGAZINE-LU-RE-CO built-in appliances . . . offering you the special skill and craftsmanship of 
MODEL HOME for 1960 the custom builder, plus the advantage of a volume manufacturer's price. 

ee You are invited"to see for yourself. Write for specification literature in 

BRAND full color and the name of the Preway distributor nearest you. 

NAMES 

SATISFACTION 

Inc. 





7160 Fifth Street, N. 
Wisconsin Rapids, Wisconsin 


Since 1917 —— Manufacturer of Built-In Appliances... Refrigerator-Freezer Combinations, 
Gas and Electric Ovens and Surface Units, Ventilating Range Hoods, Dishwasher. 


MEMBER OF BRAND NAMES FOUNDATION 
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ONE HOME... 
or a thousand 


ONE STORE... 
or a shopping center 


AND TRUST | $e 
COMPANY Ag 





Complete Title Protection for Mortgage Lenders 


Here is the finest title protection for mortgage 
lenders — backed by more than a century of experi- 
ence ... more than twice the financial strength of 
any other title company insuring titles in the 
Middle West. 


IN ILLINOIS. Chicago Title Insurance Policies are issued 
in 88 cities— throughout the state. Should a claim ever 
arise against the title as insured, Chicago Title and Trust 
Company takes over its defense, in court if necessary; 
assumes all litigation costs; promptly pays any loss. 


IN 13 STATES. Chicago Title and Trust Company’s sub- 
sidiaries issue title insurance policies in Alabama, 
Arkansas, Florida, Georgia, Illinois, Indiana, Kansas, 
Louisiana, Mississippi, Missouri, Nebraska, Oklahoma, 
West Virginia. 


THROUGHOUT THE U.S. On property in all sections of 
the country, Chicago Title and Trust Company will pro- 
vide reinsurance on the major part of the risk. Also 
available: our national referral service, through which 
we recommend a local title company known to be well 
qualified to serve you. 


If you have a question about title insurance or reinsurance 
anywhere in the nation, we invite you to write 


Chicago litle and Trust Company 


111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS 


TITLE INSURANCE CORPORATION OF ST. LOUIS 
810 Chestnut Street, St. Louis 1, Missouri 


LAKE COUNTY TITLE COMPANY, INC. 
208 S. Main Street, Crown Point, Indiana 


Other Associated Companies, Division and Regional Offices, Agents and Representatives Throughout Illinois 
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DWELLING 
PROPERTY 
LIABILITY 


Polic y Today’s home purchaser needs modern 


REPUBLIC 


insurance protection at low cost. Now it is 
available ...in one simple policy covering 
the dwelling, personal property and personal legal liability. 


ECONOMICAL — the savings realized by “One Operation” handling are 
passed on to the policyholder in the form of reduced cost — up to 25% as 
compared with the cost of specific policies. 


CONVENIENT—one agent, one company, one expiration date, one premium. 


PRACTICAL—flexible features permit adjustments in amounts of insur- 
ance and degrees of coverage to fit a particular need. 


IMPROVED PROTECTION — new and broader coverage conditions are 
incorporated into the basic policy forms. 





OTHER COVERAGES WRITTEN... 
Fire, Extended Coverage, Windstorm, Tornado, Hail, injand Marine, Physical Loss, 
Broad Form, Riot, Civil Commotion, Rents, Explosion, Automobile, General Liability, 
Burglary, Earthquake, Comprehensive Personal Liability, Comprehensive Dwelling. 














VANGUARD INSURANCE COMPANIES 


Home Office e 2727 Turtle Creek Blvd. e Dallas 19, Texas 


Pacific Coast Dept. Eastern Dept. Central Dept. (Chicago) 
675 South Park View 110 Fulton Street 6819-2! West North Avenue 
Los Angeles 57, Calif. New York 38, N. Y. Oak Park, Illinois 
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saleability 
of mortgages 


Saleability of mortgages is most important in a “Tight Money” 
market. 


tight money 


A Lawyers Title policy, during this period, stands out more 
than ever as the one element that makes an otherwise good 
mortgage package more saleable. 


title insurance 


To make certain mortgages are readily marketable, look on the 
title policy for the most familiar trade mark and company sig- 
nature in the title industry. 





fe Insurance (rporation 


Home Office - Richmond. Virginia 


CAPITAL, SURPLUS AND RESERVES OVER $20,000,000 


TITLES INSURED THROUGHOUT 44 STATES, INCLUDING HAWAII; AND IN THE DISTRICT 
OF COLUMBIA, PUERTO RICO AND CANADA. NATIONAL TITLE DIVISION OFFICES: 
CHICAGO * DALLAS * DETROIT * NEW YORK REPRESENTED BY LOCAL TITLE COM- 
PANIES IN MORE THAN 275 OTHER CITIES. THOUSANDS OF APPROVED ATTORNEYS 
LOCATED THROUGHOUT THE OPERATING TERRITORY. 
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“Mortgage Banker 


The Tempo of the Sixties 
— What to Expect 


If ever a decade was launched with more glowing promise and 


more glittering prospects than the one which has just begun, 
the records have failed to record it. These prospects could add up— 
as this month’s cover puts it—the best years of our lives. 
Mr. Hoadley, who in addition to his position with a great manufacturing 
company, is an economist of note, sees the prospects ahead as promising— 
but accompanied by problems of no little consequence and quite a 

bit of challenge. The stage is set and the drama of the Sixties 
can very well be all that is anticipated for it but such things as the 


continued and increasing threat of inflation are just as dominant 


in this first year of the decade as they have been—and these 
are the things which can cancel out all these promising prospects. 


These are the Hoadley views. 


HE year 1959 and the decade of- 


the Fifties taught us many things, 

but most of all, that change dominates 
all business life. What has happened 
to business managers over the past 
10 years: 
>» Who thought they could buy labor 
peace by granting unwarranted wage 
and working rule concessions? 
>» Who placed research emphasis 
chiefly on face-lifting prewar prod- 
ucts? 
>» Who pessimistically or conserva- 
tively said the residential building 
market was experiencing only a tem- 
porary “catching-up” boom? 

What has happened to those: 
>» Who said there would always be 
growing public acceptance of low- 
priced or low-valued products, and 
that greater emphasis upon higher- 
priced and higher-valued products 
would be suicidal? 
>» Who said the “do-it-yourself” busi- 
ness would never amount to much? 

Change or die—it’s almost as sim- 
ple as that in modern business life. 

Today as we enter a new decade, it 
is important that we try to see what 
further changes lie ahead. Our most 
important conclusion is that the dec- 
ade of the 1960's wil! witness more 
changes than ever before in our na- 


tional economic and business life. 

The first group of changes involves 
consumer buying attitudes and actions. 
A major income revolution is under- 
way, which is certain to accelerate 
during the 1960's. 

Ten years ago only 10 per cent of 
the families in this country had in- 
come in excess of $7,500. Today that 
figure has more than doubled. Con- 
tinuation of these same income 
changes will mean that by the end of 
this decade at least half of the families 
in this country will have incomes aver- 
aging above $7,500, and collectively 
these families will control well over 
60 per cent of all purchasing power. 

An equally spectacular decline has 
occurred in the number of families 
with less than $4,000 income annually. 
Ten years ago the vast majority of 
families had incomes of less than 
$4,000. Today these lower-income 
families have only 15 per cent of the 
nation’s total purchasing power and 
will have well below 10 per cent a 
decade hence. 

The changing age structure of the 
population also points to changing 
consumer spending attitudes ahead. 


By WALTER E. HOADLEY 


Treasurer, Armstrong Cork Company 


The number of teenagers in this coun- 
try already is increasing at a rate of 
well over one million per year. Dur- 
ing the next 10 years there will be 
more than a one-third increase in our 
teenage population. 

At the other end of the population 
scale will be a more than 25 per cent 
rise in the number of men and women 
65 years of age and over during the 
next 10 years. The tastes of these older 
folks will be conservative and reflect 
price-value consciousness but retire- 
ment incomes also will be increasing 
steadily. As a result, the senior citizens 
market for goods and services, includ- 
ing housing, will be larger than ever 
before. 

In brief, the consumer is about to 
embark on the greatest quest for qual- 
ity in history! 

A second group of changes which 
will affect the future is to be found 
in the international area. Most of us 
have never worried too much about 
the impact of foreign economic devel- 
opments upon general business in this 
country. We assumed the foreigners 
were the ones who had to worry. 
Often it was said for example, that 
if the United States economy sneezed, 
Western Europe caught pneumonia. 
This situation has changed dramat- 
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ically. The United States is now run- 
ning an adverse balance of payments 
of roughly billion dollars an- 
nually 

The current problem is no longer 


dollar shortage abroad, especially in 


four 


Western Europe. For many years after 
World War II our country sought to 
re-establish the economic strength of 
the free This has 
substantially accomplished. As a re- 
sult, all of us must now reckon with 


world. now been 


a new set of international business 
problems. More and more American- 
made products are being placed at a 
competitive disadvantage with foreign- 
made products. American consumers 
also show a market increase in interest 
in goods made abroad. No nation, in- 
cluding the United States, can contin- 
ue an adverse balance of international 
payments for long without a serious 
drain on gold reserves and domestic 
readjustments. 

All this has a very direct effect upon 
every one of us. Increased foreign 
competition means fewer jobs and less 
income to be spent in this country and 
a weakening of our international posi- 
tion at a time when the Russians have 
declared an all-out 
Moreover, further 


the monetary reserves of this country 


commercial war. 


foreign drains on 


can only aggravate the tight money 
problems which now confront us na- 
tionally and especially in the building 
Our and 
personal prosperity is going to depend 


industry future national 
increasingly on how well we are able 
to meet competition more effectively 
abroad as well as at home. 

A third group of changes which we 
must face involves future government 
Most of the 
economic laws and policies now in ef- 
fect were framed and adopted during 
the depression of the 1930s to combat 
deflation and unemployment rather 
than to check inflation and stimulate 
growth by private means. 


policies and programs. 


The years just ahead will see some 
of the most intense political battles 
over anti-inflation and growth policies. 
The public seems increasingly aware 
of the inevitable 
government spending in excess of in- 


adverse effects of 
come and wage increases which out- 
strip productivity. But, far too many 
people still fail to understand that 
there is a definite limit to what any 
government can provide in services, 
no matter how desirable. 

We 


should be conscious that vast 


changes are taking place in the rela- 
tive importance of different groups 
influencing new legislation. Road- 
blocks to efficiency and to prudent 
risk-taking must be eliminated if our 
nation is to continue to achieve vigor- 
Tax policy must increase 
incentive—not kill it. 

I’m optimistic that many changes 
will be constructive and contribute to 
our further national and business 
growth. But should the changes bring 
restrictions on incentive and 
promote inflationary _ policies, 
the current bright hue on the long- 
range business horizon will dim rap- 
idly. 

Fourth, some very important 


ous growth. 


greater 
more 


changes also can be expected in busi- 


asset resources piled up during World 
War II and the early postwar years 
have been rather substantially 
committed to use. Tight money al- 
most certainly will be a much more 
chronic problem in the decade of the 
60s than at any time for more than 
a generation. 

Business managements must 
now recognize they are running head- 
long into an acute shortage of skilled 
and experienced personnel. No change 
in the number of persons in the mid- 
dle-aged brackets can be anticipated 
because of the low birth rates during 
the 1930’s. Aggravating the problem 
is the socially and economically rea- 
soned decision of a growing propor- 
tion of young people to avoid tech- 


now 


also 


W 


> New home building once again has bumped against a 
tight money ceiling and can be expected to follow an 
irregular downward trend over the year ahead, chiefly 
because of reduced availability of mortgage funds. The 
outlook now is for new home construction to number no 
more than 1,200,000 units—and could go lower . . . 


> Housing regularly receives the largest share of new funds 
available in the capital markets but another forward 
surge cannot get underway until current tight mortgage 
money market conditions ease. 


> Some relief to the current extremely tight mortgage sit- 
uation may well come as early as March at which time 
expected heavy tax revenues will reduce the Federal gov- 
ernment’s demands in the capital markets. 


ee 


ness policies and problems. Few busi- 
nesses can hope to be persistently 
successful over the years ahead with 
thinking based largely 
upon hunches or just what’s been tra- 
ditional. The leaders of American 
business now design their products 
and merchandising policies to meet 
fairly precise market and customer 
More and more business man- 
agements will follow this course over 
the years just ahead. Competition 
will be better informed and 
quently tougher. 

Prudent business managements will 
find it much more essential to exercise 
closer financial control over the years 
ahead than at any time since the end 
of World War II. 

At the heart of the financial prob- 
lems facing business lies the very sim- 
ple truth that demand for money is 
outstripping the available supply, in- 
cluding the rate of saving. Moreover, 
the nation’s huge cash and liquid 


management 


needs. 


conse- 
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nical and manual work. The net result 
will be a vast oversupply of bette: 
educated but unskilled and inexperi- 
enced young workers plus a substan- 
tial return of unskilled married women 
to the labor force after their children 


have become well established in 
school. 
What this all means to business 


management is considerably less flexi- 
bility in future costs because of the 
rise in salaried as opposed to wage 
workers. Moreover, with sharp gains 
ahead in numbers of scientific and 
office managerial workers, the prob- 
lem of getting greater productivity 
in the 1960’s may well involve the 
white-collar worker much more than 
the production worker. 

Now, let’s turn our attention more 
specifically to the prospects for 1960, 
the first year of the challenging new 
decade ahead. The year 1959 was in- 
deed one of broadly better business 
with an average gain in general busi- 


“Some of the brightest prospects for construction during 
1960 are to be found in the non-residential field. Commercial 
building is strong and continues to expand .. . 


a small boom seems to be underway 


ness of about 8 per cent over 1958. 
Unquestionably the rise would have 
been even greater if the steel strike 
had not retarded business since July. 

The outlook for 1960 is for further 
improvement in general business but 
at a more moderate pace, perhaps 5 
to 7 per cent. Inasmuch as the econ- 
omy was moving forward with con- 
siderable strength before the steel 
strike started, there is no reason to 
anticipate that any basic weakness in 
general business will emerge in the 
near future. On the contrary, while 
the next two or three months obvi- 
ously will be unsettled because of the 
interruption in steel supplies, there 
will be widespread efforts to meet 
some pent-up demands, and rebuild 
inventories. In short, the first half 
of 1960 seems pretty well assured as 
& prosperous period, especially if a 
prolonged general rail strike can be 
avoided next February or March 
which now seems likely. 

The second half of 1960 will re- 
ceive much less stimulus from inven- 
tory accumulation and tight money 
will have continued restrictive effects. 
Nevertheless, there will be a strong 
undertone to business as stepped-up 
expenditures for plant and equipment 
materialize in most sections of the 
country. 

The entire business year will be 
clouded by political developments at 
home and abroad, especially in light 
of the highly important presidential 
and congressional elections. A_ re- 
surgence of “political prosperity” this 
year is to be expected as parties and 
candidates try to insure a favorable 
economic climate for the voters. 

This year gains will be much more 
selective than those generally achieved 
during the past twelve months. Pres- 
sures on profit margins will mount 
and frequent disappointments over the 
size of gains compared with those 
achieved in 1959 will shake confi- 
dence from time to time with pos- 
sible important repercussions in the 
stock market. We must also be wary 
of another business downturn or re- 
cession in 1961-62. In retrospect, 1960 
will prove to be the highest year for 
general business yet recorded, despite 
a few more anxious moments than 


most businesses experienced in 1959. 
Let’s describe the year as a period of 
peak prosperity peppered with poli- 
tics. 

Now for a brief look at building 
prospects for the coming year. 

Total building — one of the most 
important expansionary forces during 
the recent general business recession 
and recovery—is now beginning to 
level off. 

New homebuilding once again has 
bumped against a “tight money” ceil- 
ing and can be expected to follow 
an irregular, downward trend over 
the year ahead, chiefly because of 
reduced availability of mortgage 
funds. The outlook now is for new 
home construction to number no 
more than 1,200,000 units in 1960 
and it could go somewhat lower 
compared with the higher-than-ex- 
pected 1,350,000 units in 1959. 

New homebuilding activity appears 
to fluctuate more and more in the op- 
posite direction of general business. 
The basic causes are: (1) home mort- 
gage investments tend to become less 
attractive to many lenders and in- 
vestors whenever general business im- 
proves and interest rates advance, and 
2) Federal housing regulations tend 
to be eased and more government 
funds to be made available, especially 
under business recession conditions, 
whenever new housing starts decline 
toward an annual rate of about one 
million units. 

Housing regularly receives the larg- 
est share of new funds available in 
the capital markets in this country, 
but another forward surge in new 
homebuilding cannot get underway 
until current tight mortgage and 
building money market conditions 
ease. 

Some relief to the current ex- 
tremely tight mortgage situation may 
well come as early as March 1960, 
at which time expected heavy tax 
revenues will reduce the Federal Gov- 
ernment’s demands in the capital 
markets. Business needs for inventory 
rebuilding and new plant and equip- 
ment plus some further consumer 
credit expansion, however, promise to 
limit added money for building pur- 

(Continued on page 35) 
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[ is 10:30 a.m. As we enter a 
| handsomely built and equipped 
bowling center situated in a suburb 
of a large midwestern city we will find 
all 32 lanes occupied. The bowlers, for 
the most part, will be women. There 
will be church, club, P.T.A. and neigh- 
borhood groups, and just plain bowl- 
ing enthusiasts. Those with pre-school 
children will bring them along and 
place them in the 
care of a trained 
attendant in a 
well-equipped 
nursery or play- 
room in the same 
building. During 
their game the 
ladies will have 
coffee and many 





will stay on to 


Robert A. Hoffman 


have lunch in the 
attractive dining area which is a part 
of the establishment. 

Later, at 4:30 p.m., we look in 
again. Now we will find all the lanes 
occupied with children of both sexes 
ranging from 9 to 14 years of age. For 
them, bowling is an extra-curricula 
school activity. Many of the children 
will rent bowling shoes from the pro 
shop, the soft drinks shop will do a 
thriving business and the candy counter 
will be well depleted of its stock before 
the children leave. 

We will make one more visit to the 
bowling center at 8:45 p.m. At that 
time, we will find all the lanes oc- 
cupied by adults in groups of the same 
ov mixed sexes. These are the league 
players, representing business and in- 
dustrial firms, large and small retail 
shops, social clubs, church and civic 
groups and groups that are formed 
just for the purpose of bowling. With- 


in the next half hour the first league 
play will end and all these people will 
be replaced by other league players. The 
automatic pinspotters will go on set- 
ting far into the night and perhaps 
all night. At the same time, the bar will 
do a capacity business, an attractive 
young lady will play organ music in 
the lounge and everybody including 
the losing teams will have had a nice 


evening. 


Bowling is everybody’s pastime and 
recreation. All members of the family 
bowl, either together or in their own 
Chese people will come from 
all economic brackets. The environ- 
ment is nice, the exercise is healthy, 


groups. 


the competitive aspect is fun, and it 
does not cost too much for each indi- 
vidual to Furthermore, the 
proprietor of the establishment makes 
enough money to show a handsome 
return on his investment while he 
retires his debt on land, building and 
equipment at a rapid rate. With all 
that has been written and published 
about the soundness of bowling’s eco- 


bowl. 


nomic base, I need not dwell further 
on that aspect of bowling here. 


Are these good loans and hou 


do you go about making them? 


If the foregoing is true, you may 
ask the question—*‘Are bowling estab- 
lishments good investments for mort- 
gage loans?” The answer, of course, is 
“Yes.” The next question then is 
“How can bowling alley loans be 
made?” This I shall endeavor to an- 
swer by discussing a number of factors 
from which, in the light of experience, 
have evolved patterns used in the 
financing of this type of property. 
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Location is a primary factor. The 
bowling alley may be free standing o1 
it may be a part of a shopping center. 
It is desirable that it be located near 
the place where people shop and 


within easy access of their place of 


employment and residence. Good 
arterial highway approach is essential 
as is easy access and egress froyn the 
site. Experience to date indicate’ that 
for every bowling lane there should be 
a supporting population of 1,500 peo- 
ple and that competitive establish- 
ments should not be located closer 
than two miles away. The surveys 
made by the major bowling equip- 
ment manufacturers are for the most 
part factual and if used judiciously 
may be quite helpful in analyzing the 
site selected. 

The modern bowling alley building 
is a free span structure, adequately 
heated and air-conditioned to assure 
year-round activity. It is, of course, 
sound-proofed. It will embody addi- 
tional facilities to include a lounge 
and bar, a restaurant, a snack bar, an 
accessory or pro shop, a nursery, locker 
rooms with adequate lavatory facilities 
and may even include shower rooms. 
The fixturing and finishing of all the 
facilities should be of good quality 
and the decor in good taste. It goes 
without saying that the bowling alley 
we are talking about must be equipped 
with automatic pinsetters for they, in 
a very large measure, are the principal 
reason for the success of modern bow!l- 
ing. 

Today, bowling is very dependent 
on the automobile to bring it cus- 
tomers. Hence, adequate parking is of 
prime importance. Not only must the 
parking space be large enough to 
handle the cars of people bowling, it 





* Bowling... 


or a bowling alley loan ? 





eo 
1 


must also take care of the double car 
load at the hour when leagues change 
over. Based on the premise that many 
bowlers use their own cars, parking 
requirements may be computed on the 
following formula: 


Number Required 
of x 10 x 80% = Car 
Lanes Spaces 


Chis is the optimum. Other factors 
including on-street and municipal 
parking may permit variations but it 
is generally believed that the very 
minimum of five cars per bowling lane 
is essential. The parking area should 
be paved, striped and adequately 
lighted. Provisions should be made in 
the lease for the bowling operator to 
keep the parking area well main- 
tained, clean, and adequately illumi- 
nated. Where climatic conditions 
warrant it, provision should also be 
made for the operator to take care 
of snow removal. 

The investor should be concerned 
with certain characteristics of the op- 
erator of the bowling establishment. 
He and his associates should, first of 
all, be people of good character and 
personal reputation. The reasons for 
this are quite obvious. Furthermore, 
it should be demonstrated that the 
operator is experienced in bowling 
alley management and that he has 
sufficient financial substance to launch 
the enterprise through the period nec- 
essary to insure that the operation is 
moving ahead on a paying basis. The 
prospective operator should furnish 
the investor with a projection of in- 
come and expenses anticipated for the 
bowling operation. Very often the 
equipment manufacturer’s survey will 
embody such prognosis and will serve 
as a guide to the investor as to the 


By ROBERT A. HOFFMAN 





win 


<* 





E, ‘ER make one? Many mortgage originators have and 
investors have found them to be good investments. Like every other 
loan of a special nature, special techniques are required, there are 
things to look for not found in other types of lending. The 
growing popularity of bowling has been principally a development 
of recent years and it seems logical to expect a continuation. Mr. 
Hoffman tells what to look for in a bowling alley loan and the 
pattern to follow in judging one. He cautions, however, that “the 
success of bowling alleys already in operation may attract excessive 
and ruinous competition . . . and the investor will do well to 
underwrite bowling alley loans with thoroughness.” Mr. Hoffman 
has had a long career in the mortgage field and until the end of the 
year was Manager of Mortgages and Real Estate of Home 
Life Insurance Company. He has now become associated with 


Ivor B. Clark, Inc. in New York. 
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ESSENTIAL FACTS OF 12 BOWLING ALLEY LOANS 


Location 
(major metropolitan Appraised 
area) Value 
ee $400,000 
San Antonio, Texas... 350,000 


+20,000 
370,000 
$10,000 


Los Angeles, Cal........ 
Los Angeles, Cal.. 
Camden, N. J.... 


Kansas City, Mo $38,700 
San Antonio, Tex... . 300,000 
Ft. Worth, Texas $52,000 
Kansas City, Mo 266,000 


$25,000 
$08,000 
$00,000 


New Brunswick, N. J. 
St Louis, a 


Atlanta, Ga 


Average 


probable success of the enterprise. Since 
league play is the bread and butter 
basis for bowling alley success, a pros- 
pective operator should be prepared 


to furnish the investor with a list of 


his league commitments. Time not 
occupied by league play must be taken 
up by open bowling which can be 
lucrative but not as dependable as 
league play 

Bowling alley leases should be for 
a term equal to, or greater than, the 
term of the mortgage loan. The an- 
nual rental usually recognized for a 
modern center with cocktail lounge 
and restaurant will be within a range 
of $1,100 to $1,400 with an average 
of about $1,200 per year per bowling 
lane, on a net basis, ie., a 30-lane 
alley would command a rental of 
$36,000 per year plus taxes. It is cus- 
tomary for lenders to require an as- 
signment of the lease 

Automatic pinspotters may be pur- 
chased or leased, depending on which 
of the two major manufacturers’ prod- 
Either arrangement is 
satisfactory from the investor's stand- 


ucts are used. 
point. Usually when the pinspotters 
are purchased this is accomplished on 
a time payment plan. A down pay- 
ment of 35 per cent to 45 per cent 
is made and the balance is payable 
within a five-year period. Similar time 
purchase plans may be employed with 
respect to other equipment that goes 
into a bowling operation. It is cus- 
tomary for lenders to require a chattel 
mortgage on owned equipment or the 
equity therein. Such mortgages serve 


Loan 

Ratio of 100% No. 

Loanto Amor- Occu- of 
Loan Values tized pancy Lanes Rental 
$150,000 37.5 10 yrs owner 32 $37,400 
175,000 50 10 tenant 32 40,000 
175,000 $1.67 10 tenant 32 46,000 
180,000 $8.65 10 tenant 32 44,400 
200,000 48.78 10 tenant $2 38,400 
200,000 5.59 12 tenant 32 43,000 
130,000 $3.33 12 owner 24 30,000 
200,000 $4.25 12 owner $2 38,400 
130,000 $8.87 12 owner 24 30,000 
190,000 +4.71 12 tenant $2 +2,000 
175,000 42.89 10 owner $2 44,800 
200,000 50. 12 tenant +0 46,000 

$5.52 


as additional security. It is further 
a standard requirement that hazard 
insurance be carried on all the equip- 
ment in the plant since ready replace- 
ment of it is essential to continued 
operation after a casualty occurs. 
Notwithstanding the sound aspects 
there are 
certain inherent risks in making such 
loans, particularly when compared 


of the bowling business, 


with loans on more conventional-type 
income properties. Bowling arenas are 
to a large extent single purpose build- 
ings designed for a specific use. In 
some instances, depending on zoning 
regulations, they may be converted to 
alternate uses such as retail establish- 
ments, warehouses, garages, or manu- 
facturing space. This may very well 
considerable cost in the 
process of conversion. 


involve a 
There is also 
a risk that a given operation will not 
prove successful due to improper man- 
agement, social and economic factors 
these 
reasons, loan terms are arranged on 


or excessive competition. For 


a conservative basis. Loans should be 




















| LOANS TO | 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 
B. C. ZIEG LER COMPANY YEARS’ 
WEST BEND, WISCONSIN EXPERIENCE 
Chicago Office: 39 South La Salle Street 


Rental Loan Rental Sq.Ft. Parking 
Per Per Per Area of Cars Per 
Lane Lane Sq. Ft. Building Lane 

$1169 $4688 $1.25 30000 —— 
1250 5469 1.38 28868 
1438 5469 1.21 38000 KS 
1388 5625 1.40 31614 6.1 
1200 6250 1.41 27250 6.3 
1344 6250 1.53 28070 7.3 
1250 5417 1.41 21131 5.7 
1200 6250 1.26 30564 6.3 
1250 5417 1.43 21000 8.5 
1312 5937 1.61 26056 15.6 
1400 5469 1.59 28163 8. 
1150 5000 1.39 33070 3 

$1279 $5603 $1.40 28649 6.6 


written that will fully amortize within 
the lease term and within a ten o1 
twelve-year maturity. A premium in- 
terest rate is justified. The accom- 
panying experience table (above) 
on the financing of twelve bowling 
alleys with which the writer is familiar 
indicates that the loan per bowling 
lane will be in the neighborhood of 
$5,000 to $6,000. The ratio of loan 
to value will be 50 per cent or less. 
The personal endorsement of the note 
by the borrower offers some additional 
security. 

With the foregoing elements well in 
hand the writer believes that bowling 
alley loans can be made safely and 
profitably and that they offer the in- 
vestor an attractive outlet for funds 
on other than standard type proper- 
ties. 

One word of caution is in order. 
The success of bowling alleys already 
in operation may attract excessive and 
ruinous competition. The investor 
would do well to underwrite bowling 
alley loans with thoroughness. 























Address All inquiries to Owr Home Office at West Bend, Wisconsin 
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President's Page 


SALUTE TO 


HE last issue of our Washington News Letter 

called attention to the retirement from gov- 
ernment service on January | of Winfield W. 
Riefler. 

I cannot let this event pass without a special 
note of recollection and appreciation. There are a 
number of men in Washington to whom we might 
pay special tribute for outstanding service but to 
none do we owe more than to 
Win Riefler. It was in the 
frantic last days of 1933 that, 
as Economic Adviser to the 
President’s Executive Council 
and Chairman of the Central 
Statistical Board, Win Riefler 
conceived an idea that changed 
the whole home 
mortgage financing. 


course of 





The idea was that of a gov- 
ernmentally sponsored but pri- 
vately supported system of mortgage insurance. 
Without that idea and the skill with which it was 
presented and developed, there would not be a 
Federal Housing Administration. There would not 
be the high proportion of home ownership that 
we have today. There would not be the mort- 
gage banking industry that we know today. There 
might not even be today a system of private home 
mortgage credit without this idea. 


B. B. Bass 


It will be well remembered that, at the time 
Win Riefler proposed a method of strengthening 
and relying on private institutions, confidence in 
private institutions was at its lowest ebb. There 
was a seemingly irresistible demand for a govern- 
mental mortgage lending operation either by a per- 
petuation of the Home Owners Loan Corporation 
or the creation of a new agency. To stand against 
this demand and to invent and gain acceptance 
for a practicable alternative took courage, faith, 
ingenuity and unremitting labor. For all this we 
are grateful to Win Riefler. 

We are grateful for more than this. Although 
he was never officially associated with FHA after 
the enactment of the legislation in which he played 
so large a part, his counsel was repeatedly sought 
by successive administrators and by leaders in the 
mortgage business. In the unobtrusive way that 
is characteristic of him, his influence has con- 
tinued to be exerted toward the maintenance of 


the sound principles on which FHA was founded. 


WIN 


RIEFLER 


He has always offered us a place to go when we 
needed to have our thinking straightened out and 
our own faith reconfirmed. 

Perhaps for as much as anything else we owe 
a debt to Win Riefler for the example he has given 
us of a dedicated public servant. A man whose 
capacities would have taken him far in any line 
of endeavor, he preferred to devote himself to 
government service and to the advancement of 
knowledge in his chosen field of economics. 

Since the beginning of his career, the focus of 
his activity has been the Federal Reserve. It was 
from ten years of service on the staff of the Re- 
serve Board that he was drawn to do the im- 
portant work on the Executive Council that 
among other things resulted in the creation of 
FHA. For several years after 1935, he headed the 
School of Economics and Politics at the Princeton 
Institute of Advanced Studies and was active also 
in the work of the National Bureau of Economic 
Research. During this period, however, he was 
frequently called away to take part in international 
conferences on economic and financial affairs, 


In 1942 he became special assistant to our Am- 
bassador to Great Britain with rank of minister 
and he remained at this post throughout the war 
years. In 1948, he returned to Washington as 
Assistant to the Chairman of the Board of Gov- 
ernors of the Federal Reserve System, the position 
he held at the time of his retirement. During this 
past decade, Win has always had his door open 
to those who sought his interpretation of the often 
confusing and troubled conditions in which our 
industry has found itself. He has many times, as 
I have said, helped us to keep our thinking 
straight. 


This has certainly been a notable—and a notably 
selfless—career, from which we all have benefited. 
We are, of course, sorry to see Win go, although 
we wish him a happy and fruitful retirement. At 
the same time, we cannot help keeping the hope 
that his wise counsel will not be entirely with- 
drawn from us and that he will not mind an 
occasional intrusion. 


PRESIDENT 
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The SHAPE of TOMORROW 
in MORTGAGE INVESTMENT 


WO questions assume paramount 
f perhnwn for mortgage ending 
at the beginning of 1960: How 
much money will the life insurance 
companies invest in mortgages in 
1960? On what terms will these funds 
be available? 

In order to project the future, it is 
essential to understand past events. 
Hence, in developing an answer to 
this question I am going to raise three 
questions with respect to the mort- 
gage lending practices of the life in- 
surance companies: 


a) Where have they come from? 
b) Where are they today? 
c) Where are they going? 


Che past possibly can give us a clue 
to the future. At the end of World 
War II, the life insurance companies 
found themselves in this position: 

Fifty per cent of their investments 
were in low-yielding government 
bonds. 


Only 14 per cent of their invest- 
ments were in high-yielding mort- 


gages. 


[he average yield on invested assets 
was 2.9 per cent, an all time low. 


Following the cessation of hostili- 
ties, the industry quickly embarked 
upon a massive program to arrest 
the decline in yield and to change 
the trend upward. They hoped to 
achieve this by switching low-vielding 
government bonds into high-yielding 
mortgages and bonds. Thus the life 
companies appeared to have an 


{s seen by a mortgage official of one of the leading 
Canadian life companies—and prominent in the shape of 
the immediate future, he says, is that bonds and mortgages 
will continue to be the favorite investment of life 
insurance companies and that they will continue to invest 

a large proportion of their funds in mortgages. A point 

he makes: “There is a resistance within the life 


insurance industry against too high interest rates. Many 
companies reluctantly raised the rate above 6 per cent 
in the United States and 7 per cent in Canada. I think 

this feeling is gaining sufficient strength and that it is 
unlikely we will see the life companies participating in 
mortgages bearing rates of interest much higher 


than prevailing rates.” 


abundance of funds to invest in mort- 
gages in this period. From 1946-1950 
the supply tended to exceed the de- 
mand. Interest rates remained low. 

This was a wonderful 5-year period 
from the realtors’ and borrowers 
point of view, as the life companies 
had an almost inexhaustible supply of 
funds. Government bonds could be 
turned into cash without loss to meet 
mortgage commitments. Interest rates 
were relatively stable. Competition 
between lenders was intense and it 
was the accepted practice to pay 
premiums to realtors and even to 
builders. 

In five years, the life insurance 
companies increased their mortgage 
holdings by 143 per cent and suc- 
cessfully reversed their yield trend. 
Unfortunately this carefree period 


By G. C. ELLIOTT 


came to an end abruptly in 1951. On 
March 3, 1951 the central banking 
systems in both the United States and 
Canada unpegged the government 
bond market. In both countries, two 
important developments accompanied 
the unpegging of government bonds— 

p> It permitted interest rates to find 
their own. level at a time when de- 
mand was beginning to outrun the 
supply. 

> It permitted monetary policy to 
become a major instrument in achiev- 
ing new economic objectives. The 
economic objectives of our govern- 
ments shifted from action designed 
to prevent a depression following the 
war to action designed to encourage 
and control a sustainable rate of eco- 
nomic growth. In addition the value 
of the dollar was to be protected. 





Assistant Treasurer, The Great-W est 
Life Assurance Company, Winnipeg, 
at NAREB’S Annual Convention 
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The implementation of these ob- 
jectives by the central banking sys- 
tems had an important influence on 
the investment policies of the life in- 
surance companies in both countries. 

>» Government bonds lost some of 
their liquidity, as artificial support of 
the government market disappeared. 
Prices dropped precipitously. This re- 
duced the capacity of the life com- 
panies to raise cash in excess of their 
normal cash flow and so reduce the 
supply of funds available for mort- 
gages. 

> Since 1951, the economies of our 
two countries have moved forward 
and upward at an uneven pace. The 
demand for capital skyrockets in 
boom times and falls off sharply in 
times of recession. This results in 
wide fluctuations in the general level 
of interest rates during a complete 
business cycle. In addition, the de- 
mand from various segments of the 
economy will not be uniform at all 
times during the cycle. For example, 
when the demand for credit acceler- 
ated in the boom year 1956, the de- 
mand from business became so great 
that bond yields rose much faster than 
mortgage yields and the differential 
narrowed. Conversely, in the reces- 
sion year 1958, the demand from bus- 
iness fell off so sharply that their 
vield fell more quickly than mortgages 
and the differential widened in favor 
of mortgages. 

These differentials in yield between 
bonds and mortgages permit the life 
companies to maximize their invest- 
ment results. There is a tendency for 
the emphasis to be on bonds when the 
differential in yield is narrow and to 
emphasize mortgages when the dif- 
ferential widens. 

The money markets have entered 
the tight phase in the current busi- 
ness cycle. Interest rates have reached 
the highest level in the memory of 
most people. The demand for capital 
is very strong. The Federal Govern- 
ments of the United States and Can- 
ada are dipping into the money 
market in a big way at a time when 
the demand from business, local gov- 
ernments and consumers is highest. 
Because of large federal deficits, our 
governments are forced to compete 
with business, industry, homebuilders 
and realtors for the supply of sav- 
ings. To the extent our governments 
take money out of this pool of capital 

-the amount of money available to 


“ 


the life insurance 
emphasis on mortgages in 


industry will continue to place less 
years when the economy is buoyant 
and there is a strong demand for capital in the bond market. 
Conversely, the emphasis will shift back to mortgages when the 


differential in yield widens, with a declining demand for capital 
through the medium of the bond market.” 


lend to other borrowers is reduced. 
For example, the recent $2 billion, 5 
per cent note issue in the United 
States was over-subscribed and 
considered a smashing success. How- 
ever, it soon became apparent that 
thrift institutions had lost more than 
$1 billion in savings deposits. Small 
investors dipped into their deposits in 
savings banks and savings and loan 
associations to buy the notes. While 
this action aided the U. S. Treasury, 
it reduced the resources of the thrift 
institutions and hence tightened the 
squeeze on credit for everyone else. 


was 


Capital was channeled into the 
U. S. Treasury that the savings in- 
stitutions would have used to finance 


homeowners and business expansion. 


Actually, there is only one pool or 


capital and to the extent that the 
federal governments dip into that 
pool, the funds available to home- 
owners and business are reduced pro- 
portionately. The reduced supply of 
capital naturally goes to the next 
higher bidder and rates go up. 

Today, the life insurance companies 
have $38 billion or 33 per cent of 
their assets invested in mortgages. 
This is a big gain over the amount 
held at the end of the war—1l4 per 
cent—and it appears to be a ratio that 
the companies can live with. It is 
unlikely that we will see any dramatic 
upward movement in this ratio, al- 
though there may be significant 
changes in the ratio of individual 
companies. Just maintaining their 

(continued on page 40) 
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attention 
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“IN THE HEART 
OF THE NATION'S 
NEW CENTER OF 
WORLD BUSINESS” 





DIVISION CRAWFORD CORPORATION, 


375 


Attention to important details like 
carefully planned presentations has 
proved profitable in placing loans 
with investors . . even in these 
days of a tight money market. You 
can probably profit, too, from our 
successful experience. May we show 
you how we can help you maintain a 
continuous flow of money to meet 
your needs? 


PARK AVENUE, NEW 
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[ is a well advertised fact that the 

markets for short and long term 
loanable funds are just about as tight 
as they have been at any time since 
the end of World War II. This is 
because of the enormous demands for 
credit which are exceeding available 
supplies. This situation is not new; it 
has characterized the past decade, in 
which interest rates have shown a 
pronounced uptrend. 

Interest rates are the highest they 
have been in 30 years. One must go 
back to the early 1930's to find a 
) per cent rate on a government bond, 
a 6 per cent or higher rate on con- 
ventional mortgages, a 5 per cent 
prime rate for commercial bank loans, 
or a 5% per cent rate on high grade 
electric utility bonds, to take a few 
current examples. In most years of 
the financial history of the United 
States prior to the Great Depression 
of the 1930's, however, rates were 
higher than they are today. 

Early in September, there was a 
tendency for the investment yields on 
U. S. Government securities and cor- 
porate bonds to soften a little; and 
hopes were aroused that easier credit 
conditions might be on the way. Have 
we come to the end of the rise of 
interest rates which has been under 
way since 1951, or are rates going to 
remain firm and possibly go higher in 
1960? What will be the impact on 
the mortgage market? 

First, what are the forces which 
have been operating in the money and 
capital markets in recent months? The 
figures for 1959 are still rather rough 
estimates based on actual data for the 
first three-quarters of the year. These 
figures are net new money figures and 
do not include repayments. For ex- 


ample, in the case of life insurance 
companies, the data include the net 
additional funds available for in- 
vestment and do not include funds 
obtained from sources such as amorti- 
zation or other repayment of mort- 
gages. Similarly, in the figures for 
uses of funds, the data show net 
changes in amount outstanding. For 
example, the data on |- to 4-family 
mortgages measure the increase in the 
net amount outstanding. 

On page 32 is shown total estimated 
sources and uses of funds increasing to 
$55 billion in 1959, or $11.2 billion 
more than the $43.8 billion in 1958. 
What were the differences in the 
component items in the two years? 

As will be seen, the life insurance 
companies probably experienced a 
moderate increase of $300 million in 
net available funds in 1959, as com- 
pared with 1958. Savings and loan 
associations had another spectacular 
burst of growth, with their available 
funds rising $9 billion. Their total 
includes not only the growth in sav- 
ings and loan shares; it also includes 
funds obtained from advances by the 
Home Loan Banking System, which 
seem likely to amount to $690 million 
in 1959. This has been a difficult year 
for the mutual savings banks, and 
their net available funds seem likely to 
be $700 million less in 1959 than the 
previous year. This is only in part 
the result of the drain of the “magic 
fives” issued by the Treasury. It is 
also the product of the stiff competi- 
tion which the mutual savings banks 
have from the savings and loans with 
regard to dividend payments. Perhaps 
it is also the product of the inflation 
and fear of inflation and hence the 
popularity of the common stock mar- 
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ket. Corporate uninsured pension 
funds appear to have had a small 
increase in investible funds in 1959. 

As to the commercial banks, there 
is a big difference. The net amount 
of funds they are putting into the 
market, $5 billion, is nearly $10.2 bil- 
lion less than the $15.2 billion ex- 
pansion of their loans and investments 
in 1958. 

Here is a large part of the explana- 
tion for greater tightness in the money 
and capital markets in 1959 as com- 
pared with 1958. Quickly, in 1958, 
with the onset of business recession, 
the reserve position of member banks 
was permitted by the authorities to 
move to net free reserves of about 
$500 million and was maintained at 
this level through August. The re- 
serves of member banks were then 
restricted by the monetary authorities, 
and by the end of 1958 the banks had 
moved into a small net borrowed 
reserve position as the screws of credit 
restraint were tightened. By spring of 
1959, the net borrowed reserves of 
the banks reached the $500 million 
range which has been maintained in 
subsequent months. 

In 1959 commercial banks added 
about $200 million to their holdings 
of state and local government secu- 
rities, whereas in 1958 they increased 
their holdings of such securities by 
$2.6 billion. A tremendous shift has 
occurred in the case of U. S. Govern- 
ment securities. In 1959, faced with 
the need to raise funds to increase 
their business and consumer loans, the 
banks reduced their holdings of Gov- 
ernments by $6 billion. In 1958, 
equipped with ready reserves, the 
banks added $8.1 billion to their 


holdings of Governments. This is an 
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' Morteages in 1960... 





enormous swing over a two-year peri- 
od. The activity of the commercial 
banks in the residential and commer- 
cial mortgage markets is similar in the 
two years, but substantial changes 
have taken place in the business credit 
and the consumer credit categories. 
In 1959, as business conditions im- 
proved, commercial and _ industrial 
loans rose by an estimated $4 billion, 
as compared with a decline of $100 
million in 1958. Moreover, consumer 
credit extended by banks rose an esti- 
mated $2 billion, as compared with 
$100 million in 1958. As the result 
of restrictive monetary policy, the total 
increase in loans and investments of 
banks was around $11 billion less in 
1959. The substantial increase of com- 
mercial and industrial loans and con- 
sumer credit in 1959, despite a tight 
reserve position, has been made pos- 
sible by a heavy liquidation of holdings 
of U. S. Government securities. 

Also, as a reflection of Federal Re- 
serve policy, the open market pur- 
chases of government securities by 
Federal Reserve Banks were $900 mil- 
lion less in 1959 than in 1958. 

Despite a hefty estimated increase 
of $5.3 billion in outstanding state 
and local government bonds in 1959, 
the figure is $600 million below the 
increase of $5.9 billion in 1958. The 
great importance of the Federal Gov- 
ernment as a user of loanable funds 
is shown by the fact that it drained 
the markets of $8 billion, the same 
amount as in 1958. Both of these 
figures are the legacy of the huge 
budget deficit brought about during 
the business recession of late 1957 and 
the first half of 1958. These figures 
on the net use of funds by the Federal 
Government fall short of telling the 


. and for all the other 
demands which an expanding economy 
will make on the sources of cajntal 


The money to work with—for industry, for mortgage 
financing, for every need—will depend on general business 


conditions; and since the outlook for business is good, 
the demand for capital will continue high, just as it 
was in 1959. Interest rates, in Dr. O’Leary’s view, will 


remain firm in 1960, maybe move a bit higher. But 


because the demand for funds from just about 
every source will be high in 1960, the money available 


for mortgages is likely to be moderately reduced. 


By DR. JAMES J. O’LEARY 





Director of Economic Research, 
Life Insurance Association of America, 
at ABA’s Mortgage Workshop in New Orleans 


full story of the pressures exerted in 
the markets by federal financing, for 
they do not provide any measure of 
the refinancing which the Treasury 
has had to do with $76 billion of its 
debt now coming due in one year or 
less. 

Federal agencies are also sharply 
increasing their demands on the 
money and capital markets, with the 
net new demand rising to $2 billion 
as compared with a repayment of 
$500 million of debt in 1958. The 





federal agencies include FNMA, the 
Home Loan Banks, and similar agen- 
cies. 

Use of capital funds for the financ- 
ing of 1- to 4-family mortgages in 
1959 was about $14 billion, the 
largest increase in residential mort- 
gage debt in any year in history. This 
is $3.7 billion more than in 1958. 
Other mortgages, mainly commercial 
and industrial, show an increased use 
of funds in 1959 over 1958. 

As might be expected in a business 
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SOURCES AND USES OF LOANABLE FUNDS, 1958-1959 
(In billions of dollars) 


1958 
Sources of Funds 

Life insurance companies +.9 
Savings and loan assoc. 6.2 
Mutual savings banks 2.5 
Corporate pension funds 2.7 
Commercial banks 15.2 
Federal Reserve Banks 2.1 
State and local funds 2.6 
Federal trust accounts 0.9 
Federal loan agencies 0.6 
Fire and Casualty ins. cos 0.9 
Corporations 5.0 

Foreigners af 
Individuals and others 2.0 
Total sources $3.8 


Note 


* Less than 5 million 


recovery period, the extension ol busi- 


ness credit increased sharply to $7 
billion, as compared with $4.4 billion 
in 1958 

bank 


credit by 


These figures include not 


only loans to business but also 


trade business concerns. 


The table also shows the sharp rise 


credit which has taken 
$5.4 billion 
a net increase of only $300 million in 
1958. 
as loans on securities, increased $1.3 


1959 than in 1958. 


in consumer 
place as compared with 


Finally, “all other loans” such 


million less in 


This review of sources and uses of 
loanable funds in 1959 indicates that 
fol- 


interest rates have risen for the 


lowing reasons: 


>» Heavy demands for loanable 


funds have tended to exceed the 


available supplies; 


> The monetary authorities have 
been required to restrict the avail- 
ability of bank credit, and hence the 
money supply, in order to avoid a 


resurgence of inflation. 


Since early September, there has 


been somewhat more ease in the 
markets for loanable funds due to the 
depressing effects of the steel strike, 
as well as a growing belief after the 
successful issue of the “magic fives” 
that the Treasury might be “over the 


hump” in its financing problems. 


What will 
of credit and the 
1960? 


The question, then, is: 
be the availability 
future of 


interest rates in 


As is always the case, the outlook 





1959 Change 1958 1959 Change 
Uses of Funds 

5.2 0.3 Corporate bonds 6.0 4.0 2.0 
8.5 2.8 Corporate stocks 2.1 2.8 + 0.7 
1.8 0.7 State and local securities 5.9 5.3 0.6 
2.9 0.2 Federal government 

+.3 10.9 obligations raiecxie 8.0 8.0 —_ 
1.2 0.9 Federal agency obligations 0.5 2.0 + 25 
3.6 1.0 \-+ family mortgages 10.3 14.0 3.7 
1.0 0.1 Other mortgages +.6 5.7 1.1 
1.7 1.1 Business credit 4.4 7.0 2.6 
1.0 0.1 Consumer credit 0.3 5.5 + 5.2 

10.5 5.5 All other loans 2.7 1.4 1.3 
3.4 3.4 

11.2 9.2 

55.0 11.2 Total uses 13.8 55.7 + 11.9 


Because of rounding, components may not add to totals 


for the money and capital markets 
depends basically upon the general 
business outlook. Accordingly, let us 
first appraise the business outlook for 
1960. 

In the second quarter of 1959, the 


rross National Product rose to a rec- 
ord annual rate of $484.5 billion, just 
$50 billion higher than it was in the 
second quarter of 1958 during the 
As the result of the steel 
strike, it declined moderately to an 


recession. 
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annual rate of $478.6 billion in the 
third quarter. Similarly, the Federal 
Reserve Board index of industrial pro- 
duction had risen to 155 in June, but 
by October had fallen back to 149. 
Che effects of the steel strike 
felt again in the fourth quarter, with 
GNP and the FRB index going to 
lower levels. 


were 


Chere are a number of forces which 
should drive our national economy to 
new highs in 1960. One of the strong- 
est factors in the recovery from the 
recession of late 1957 and early 1958 
was the buildup of business inven- 
tories. The inventory picture swung 
from liquidation of inventories at an 
annual rate of nearly $7 billion in the 


first quarter of 1958 to an annual 
rate of accumulation of over $6 bil- 


lion in the first quarter of 1959 and 
$10.4 billion in the quarter 
of 1959. 


second 


In the third quarter, inventory ac- 
cumulation fell off sharply to an an- 
nual rate of $1 billion—the result, of 
course, of the strike and at- 
tendant uncertainties. I believe that 
move 1960 there will be 
resumption of the fast pace of build- 


steel 


as we into 


ing inventories, which will not only. 


stimulate the economy but will also 
expand the demand for credit. 

Consumer expenditures should con- 
tinue their rise in 1960, particularly 
as the markets for durables seem likely 
good. The automobile 
models seem to have had a good re- 
ception, and orders are being made at 
a brisk pace. The steel strike has 
created difficulties in that it 
forced a cutback of car production 
just when purchasers have become 
interested. In spite of this, there seems 
to be a general acceptance among 
analysts of the automobile market that 
sales may have run as high as 7-mil- 
lion cars in 1959, including the im- 
ports. The further strain on the sup- 
ply of credit which this 
suggests is clear. 


to be new 


has 


consumer 
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I would guess that residential con- 
struction will be somewhat lower in 
1960, with the decline being in the 
order of 10 per cent. The principal 
reason will be reduced availability of 
financing. Even so, 1960 should be a 
very good housing year at around 1.2 
million starts. 


Despite all the talk about economy 
in government spending, I| believe 
that federal, state, and local govern- 
ment purchases of goods and services 
will continue the which 
has been characteristic of recent years. 
This will be especially true of state 
and local government purchases. 


steady rise 


I am bullish about business activity 
in 1960. Once the effects of the steel] 
strike are out of the way, Gross Na- 
tional Product should resume its rise. 
My guess is that by the third or fourth 
quarter of 1960 GNP will have risen 
about 10 per cent to an annual rate 
of about $525 billion. In this type 
of economy, we shall obviously have 
full employment of our resources; and 
there will undoubtedly be upward 
pressures on the general price level. 
Under the circumstances, the Federal 


Reserve authorities will be required to 
keep a tight rein on the availability 
of credit. 

What, then, are the implications of 
the general business outlook for the 
money and capital markets? For one 
thing, commercial bank credit should 
remain extremely tight as loans are 
expanded to finance inventory ac- 
cumulation and consumer spending. 
Banks will continue to sell govern- 
ment securities in order to meet credit 
demands. The tightness of credit will 
serve to limit inventory accumulation 
and consumer purchases. 


Even though business and indus- 
trial plant and equipment spending 
will probably rise in 1960, this does 
not necessarily mean that the volume 
of corporate bond offerings will in- 
crease sharply. The that 
corporations have large holdings of 
liquid assets, and some of their capi- 
tal requirements can be met by dis- 


reason is 


posing of these assets. Also, much of 
the expansion of plant and equipment 
can be financed from retained earn- 
ings. In spite of this, there will un- 
doubtedly be some increase in cor- 
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porate borrowing because there will 
be many business concerns that will 
not be able to meet their needs from 
retained earning or liquid assets. 
rherefore, | would expect to see some 
upward pressure on corporate bond 
vields as the year goes on. Moreover, 
mortgage financing of business and 
industry should continue at a vigor- 
ous pace in 1960. 

For those who are hoping for some 
easing in the general availability of 
credit, the changing fiscal position of 
the Federal Government offers a pos- 
sible ray of hope. Although the ef- 
fects of the steel strike on federal 
revenues may prevent the federal 
budget from coming fully into bal- 
ance, we shall, 
from a budgetary deficit of $13 bil- 
lion in fiscal 1959 to approximately a 
balanced budget in the current fiscal 
year. This means that for calendar 
year 1960 there will be little, if any, 
net new money financing by the Fed- 
eral Government. It will be recalled 
that the government drained $8 bil- 
lion from the capital market in 1959 
and the same amount in 1958. Ac- 


nevertheless move 


cordingly, the absence of the U. S. 
Treasury as a new money borrower 
should, at first glance, make room for 
other capital demands. 


During the first half of calenda 
1960, the U 
pected to run a substantial seasonal 
surplus, so that it will be retiring 
several billion dollars of its debt in 
this period. Many are counting on 
this to create a measure of ease in 
the money and capital markets. This 
hope may turn out to be a rather 


S. Treasury can be ex- 


empty one. Business corporations to- 
day hold approximately $7 billion of 
shorter term government securities in 
excess of their expected tax liabilities, 
and a substantial part of these hold- 
ings will undoubtedly be liquidated to 
raise the funds to finance inventories 
and plant and equipment. The Treas- 
ury may, in fact, be hard put to 
generate enough surplus in the first 
half of 1960 to retire its debt fast 
enough to offset the flow of govern- 
ment securities being made available 
in the market by corporations. In the 
second half of 1960, the Treasury will 
be a net borrower again on a sea- 
sonal basis. 


So, I am not fully persuaded that 
we can count on the balanced federal 
budget to give us much credit relief. 


Moreover, credit and capital 
market conditions in coming months 
are going to be affected by certain 
“backlog” elements. Life insurance 
companies, savings and loan associa- 
tions, savings banks, and other insti- 
tutions have a heavy backlog of for- 
ward commitments to buy bonds and 
mortgages. The commercial banking 
system is to a large extent already 
pretty well “loaned up.” These back- 
log elements are bound to have an 
effect upon the ability of lending in- 
stitutions to make new commitments. 


Money tight and interest rates 
firm, maybe a little higher 

Accordingly, so far as the general 
outlook for the money and capital 
markets is concerned, I expect that 
tightness will continue and that in- 
terest rates will remain firm and may 
even rise somewhat during the course 
of the year. 

Turning specifically to the residen- 
tial mortgage market, I agree fully 
with the general expectation that 
there will be a somewhat reduced 
availability of home mortgage funds 
next year. This certainly seems to be 


true for the mutual savings banks, 
which, as the result of a slower rate 
of deposit increase and the need for 
somewhat greater liquidity in the face 
of competition for existing savings 
by the Federal Government, have lost 
some of their appetite for mortgages. 
It is also true of commercial banks 
due to the pressures on their reserve 
positions and the greater attractive- 
ness of commercial and_ industrial 
loans and consumer credit. 

In the case of the life insurance 
companies, new commitments to make 
residential mortgage loans (both con- 
ventional and FHA) have held up 
remarkably well in spite of competing 
demands by business and industry. 
The net yields on home mortgages 
still are fairly competitive with indus- 
trial loans. As the months go on, I 
would expect life companies to shift 
their investment emphasis somewhat 
more to business and industrial fi- 
nancing: but at the same time, I ex- 
pect that there will be a substantial 
flow of new money and repayments 
into home mortgages. The life com- 
panies generally tend to reinvest mort- 
gage amortization and other repay- 
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ments in home mortgages, and _ this 
is a substantial sum in itself. I be- 
lieve that this would also be true of 
other mortgage lending institutions. 

It goes without saying that the sav- 
ings and loan associations will have 
another big year in 1960. Their 
growth in 1959 has been startling. 
Through August they added $5.2 bil- 
lion to their holdings of mortgages; 
and if they behaved in the remainder 
of the year as in the final four months 
of 1958, they may have ended the 
year with a net increase of $7.7 bil- 
lion in their mortgage holdings. This 
record is based not only upon the 
great growth of share capital, but 
also on borrowing from the Home 
Loan Banks and a reduction in hold- 
ings of cash. It is perhaps too much 
to expect the savings and loan busi- 
ness to maintain their rapid growth 
rate in 1920, but certainly it will be a 
tremendous source of mortgage credit. 

The key to the strength of the 
mortgage market in 1960 lies mainly 
in the extent to which there is a rise 
in business and industrial demand for 
funds, as well as the degree to which 
federal retirement of debt in the first 
half of the 
market. There is likely to be some 
increase in corporate demand, but not 
of major proportions. So far as the 
Treasury is concerned, it is my belief 
that the seasonal surplus in the first 
half of 1960 will fail to provide any 
real measure of easing because of li- 
quidation of governments by corpora- 
tions. 


year eases the 


The outcome of all the forces is 
difficult to appraise; but I would 
euess that on the basis of existing 


commitments and the availability of 
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Envelopes 
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money. 


new commitments in 1960, housing 
starts would run around 1,200,000, 
down about 10 per cent from the high 
figure of about 1,350,000 in 1959. 
The somewhat lower level is not only 
a reflection of moderately reduced 
availability of financing, but it is also 
a recognition that construction credit 
may be one of the limiting factors 
because of the tightness of bank 
credit. 


Restrictive credit has been big 
factor but bigger is money demand 


In summary, a review of the money 
and capital markets in 1958-59 shows 
that the uses of loanable funds have 
been pressing against the available 
supply and that this has been the 
fundamental reason for the general 
rise of interest rates. A_ restrictive 
credit policy by the monetary authori- 
ties has played an important role in 
the rise of rates, but the basic force 
has been the enormous demands for 
funds. 

The outlook in 1960 for the money 
and capital markets depends funda- 
mentally upon the general business 
outlook. It now appears that, on the 






basis of business inventory accumula- 
tion, a step-up in business and indus- 
trial plant and equipment expendi- 
tures, rising consumer spending, well 
maintained spending by all levels of 
government, and other factors, general 
business activity will rise gradually 
through much of 1960, so that in the 
third or fourth quarters, GNP will 
reach a level around $525 billion, full 
employment will exist, and inflation- 
ary pressures will be present. 

Under these circumstances, de- 
mands for loanable funds will remain 
at very high levels, and they may 
very likely show further increase. It 
seems likely, therefore, that interest 
rates will remain firm in 1960, and 
they may even move upward moder- 
ately. 

Because of competing demands in 
other sectors of the market for loan- 
able funds, notably business and in- 
dustrial financing, the availability of 
home mortgage financing is likely to 
be moderately reduced; and it is my 
guess that, as a result, housing starts 
may decline about 10 per cent to a 
level of approximately 1,200,000. 
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The FORGOTTEN MAN 


NOMINATE the real estate sales- 
| man to the ever-growing list of 
forgotten men. He is the unsung hero, 
the man on the firing line, but he re- 
ceives much less than his just recog- 
nition. We ought to try to dignify the 
salesman’s position. 

For whatever else he may be, the 
salesman is pretty important to mort- 
gage banking. Without the sale to 
start the whole process, little else 
could take place. We can dignify the 
salesman by making him feel that we 
recognize the importance of his func- 
tion, and by taking a little more in- 
terest in his problems and their solu- 
tion. 

Soliciting business, as we know it 
today, is quite different than it was 
not too long ago. The procedure used 
to be one whereby the mortgage 
banker, for the most part, simply 
waited for the business to “walk in 
the door.” This theory no longer finds 
favor and support among progressive 
companies. The majority of these 
firms are out “beating the bushes,” 
and this is as it should be. However, 
too often we actively solicit the broker 
and the sales manager, and many 
times pay little or no attention to the 
individual salesman. It’s a mistake. 

Most salesmen are free agents when 
it comes to placing loans on existing 
houses. The broker or sales manager 
may influence the loan placement in 
some instances, but more often than 
not, it is the salesman who decides 
with which mortgagee he is going to 
do business. It is human nature and 
eminently logical for him to deal with 


He’s the fellow who is 


in a key 


position to dictate a pretty important 


volume of mortgage business yet rarely 


gets credit for it. He’s a 


man worth cultivating 


the firm which gives the best service, 
and is the most helpful and apprecia- 
tive of his problems. 

We, as mortgage bankers, will be 
able to give better service if the sales- 
man is properly informed about cur- 
rent trends, procedures, and processes 
involved in refinancing. There are a 
number of ways to do it: memos, 
bulletins, letters, and telephone calls 
are good old standbys. The memos 
and bulletins should be easily read, 
and of such a size and format that 
they can be readily kept in the sales- 
man’s briefcase or sales book for 
quick and easy reference. Be sure 
that the method of distribution chosen 
will be the one most likely to reach 
the salesman, and not get lost on the 
sales manager’s or broker’s desk. 

Since the salesman may have only 
a few refinancing deals a year, he 
may tend to become rusty in the 
fast-changing field of mortgage fi- 
nance. If he has a ready reference 
to up-to-date information, he will be 
better equipped to handle a refinanc- 
ing situation when presented. 

Many salesmen shy away from se- 


curing a new loan for their prospects 
unless absolutely necessary. This is 
particularly true in the case of new 
salesmen. They are afraid, because 
they feel that the process is too in- 
volved, even mystical—and besides it 
takes too long. Hence, they tend to 
favor other financing means, if it is 
at all possible. I’m thoroughly con- 
vinced that many more salesmen 
would think in terms of a complete 
refinancing if they just understood 
more about it! This in turn would 
result in the generation of more loans 
for the portfolio. 

The best method of keeping the 
salesman informed is by personal con- 
tact and conversation. Unfortunately, 
a lack of time prevents a wider use 
of this technique by most mortgagees. 
However, there are some ways to per- 
sonally contact a number of salesmen 
at one time. 

It is usually possible to arrange 
talks and give lectures to company 
sales meetings, real estate schools, 
multiple listing meetings, real estate 
board meetings, and the like. This 
affords an opportunity to reach a 
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large number of salesmen, and can 
be very effective. But, in my view, it 
has one major drawback: the per- 
sonal relationship with the individual 
salesman is restricted. The personal 
relationship must be established with 
as many salesmen as possible in order 
to have an effective program. 

We can all do a little bit better 
job in serving the real estate salesman 
if we will only give it a little thought. 
This service to the salesman is not 
prompted wholly from altruistic mo- 
tives, but has a good solid basis in 
enlightened, legitimate self-interest; 
1.e., more loans. 

Service is all that most of us have 
to sell; it doesn’t hurt to give away 
samples. 


THE TEMPO OF THE SIXTIES 
(Continued from page 21) 


poses during much, if not all, of 1960. 
Experience suggests that the most 
likely prospects for a general easing 
in mortgage market conditions will be 
timed to coincide with the next down- 
turn in general business, as now in- 
dicated in 1961-62. 

The outlook for repair and modern- 
ization activity is for further moder- 
ate growth over the next 12 months. 
The “fixup” market continues to be 
very “big business” and fortunately 
is much less affected by tight money 
conditions than new construction, 

There scattered signs, 
however, that the growth rate in the 
home fixup is slackening, especially 
among the do-it-yourself enthusiasts. 
One of the principal reasons for this 
reduced expansion pace is the rising 
desire among many families, espe- 
cially with teenagers, to find entirely 
new living quarters. Also many im- 
portant “catching up” proj- 
ects have been completed. Rising in- 
comes are now increasing home owner 
interest in having professional instal- 
lations of new building materials. “Do- 
it-yourself” is still a powerful market 
force and will remain so for the in- 
definite future but “do-it-for-me” 
services are reporting vigorous 


are some 


post wal 


new 
erowth. 

Some of the brightest prospects for 
construction during 1960 are to be 
found in the non-residential field. 
Commercial building is quite strong 
and continuing to expand as new of- 
fice structures, stores, and recreational 
projects are being authorized on a 


wide front. At least a small boom in 
new industrial building now seems to 
be getting underway. 

The rise in the construction of re- 
ligious buildings seems almost certain 
to persist. Public and allied institu- 
tional buildings have held at a fairly 
steady level in recent months and no 


riding of the presidential veto of the 
public works bill earlier in 1959 fore- 
shadows some increase in heavy en- 
gineering construction in contrast to 
the slackening trend which has been 
evident during the past year. 

In summary, in 1960, the 
building industry generally will be 


home- 


important changes are on the horizon. put to another test of ingenuity. We'll 
The effect of local voter objections get less help from the advance of 
to rising taxes is reflected in the high general business than during the past 
but no longer expanding volume of 12 months, and total building, at best 
many will be unchanged with marked weak- 
over- ness in new housing. 


structures in 
country. 


educational 


the 


new 


The 
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On the régenda 


MBA Senior Executives Conferences Set for 
January to Open 1960 Program of Meetings 


January is Higher Education Month in MBA, the time for the Association’s 
two top-level meetings specifically designed for senior executives of member 
organizations to come together for a careful and intensive exploration of the 
basic trends in the economy which, in turn, will better prepare them for the 
every-day planning and decisions within their own companies. They are, of 
course, our Senior Executives Conferences and for 1960 the line up is: 


New York University, January 19-21 
Southern Methodist University, January 24-26 

Emphasis, as in the past, will be on a compact listening and discussion 
group gathered to hear authoritative spokesmen discuss the various influences 
and trends in the economy. To achieve the utmost benefit for each member, 
Conference attendance is limited which means that when the official appli- 
cations are received, members should act promptly to register to be assured 
of admittance. Undoubtedly it has been forecast before but the 1960 Senior 
Executives Conferences certainly stand to achieve their goals to a greater extent 
than any previously held—-what with the many conflicting trends and move- 
ments in the economy and the greater than ever need to properly and scien- 


tifically appraise them. 


MBA-NYU Conference 
Is January 19-2 


The program opens in New York 
with the traditional MBA-NYU Sen- 
ior Executives Conference January 
19-21. Raymond T. O'Keefe, Vice 
President, The Chase Manhattan 
Bank, New York, is chairman of the 
Conterence. 

Among the speakers are: 

Dr. Marcus Nadler, NYU Profes- 
sor of Finance and consulting econo- 
mist, The Hanover Bank, speaking on 
the state of the economy, where we 
are and where we are going. 

Dr. Joseph H. Taggart, NYU Dean 
of the Graduate School of Business 
Administration, speaking on why 
funds are in short supply. 

Dr. Jules I. Bogen, NYU Professor 
of Finance, speaking on the outlook 
for interest rates. 

Dr. Woodlief Thomas, economic 
adviser, Federal Reserve Board, 
speaking on the controversy over in- 
terest rates. 

Dr. Philip M. Hauser, chairman, 
Sociology Department of the Univer- 
sity of Chicago, speaking on the im- 
plications of demographic develop- 
ments in the outlook for home con- 
struction in the 60's. 

Dr. Robert A. Kavesh, NYU asso- 
ciate professor of economics, speaking 
on the economic factors in the de- 
mand for housing. 

Dr. G. Rowland Collins, NYU 
Dean Emeritus, Graduate School of 
Business Administration, speaking on 


the financial factors in housing de- 
mand. 

Dr. George T. Conklin, Jr., NYU 
adjunct Professor of Finance and fi- 
nancial vice president, The Guardian 
Life Insurance Company of America, 
speaking on the insurance companies 
as a source of mortgage funds in the 
60's. 

Saul B. Klaman, Director of Re- 
search, National Association of Mu- 
tual Savings Banks, speaking on the 
savings banks as a source of mortgage 
funds. 

Dr. Paul S. Nadler, assistant Pro- 
fessor of Economics, Rutgers Univer- 
sity, speaking on the commercial 
banks as a source of mortgage money. 

Dr. Roger F. Murray, Columbia 
University, Sloan Colt Professor of 
Banking and Finance, speaking on 
broadening the market for mortgages. 

Among the MBA participants in 
the NYU Conference are MBA Presi- 
dent B. B. Bass, Robert Tharpe, MBA 
vice president and president, Tharpe 
& Brooks, Inc., Atlanta; John A. Gil- 
liland, chairman of the MBA Educa- 
tional Committee and vice president, 
Knight, Orr & Company, Inc., Jack- 
sonville, Fla.; and Carton S. Stallard, 
MBA second vice president and pres- 
ident, Jersey Mortgage Company, 
Elizabeth, N. J. 


MBA-SMU Conference 
Is January 24-26 


The companion effort in MBA’s 
January program will be, as usual, the 
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Southern Methodist University Senior 


Executives Conference January 24-26. 

Among the speakers are: 

Dr. G. Rowland Collins, NYU 
Dean Emeritus of the Graduate 
School of Business Administration, 
speaking on general aspects of the 
national economy. 

Dr. Arthur A. Smith, economist, 
First National Bank in Dallas, speak- 
ing on the money supply. 

Dr. James Gillis, associate Profes- 
sor of Real Estate and Urban Land 
economics, School of Business Ad- 
ministration, University of California 
at Los Angeles, speaking on compe- 
titive factors in mortgage banking. 

P. E. Coldwell, director of research, 
Federal Reserve Bank of Dallas, 
speaking on current Federal Reserve 
policy as it affects mortgage lending. 

Raymond Rodgers, Professor of 
Banking, NYU Graduate School of 
Business Administration, speaking on 
the outlook for interest rates. 

Dr. George Cline Smith, Vice Presi- 
dent and Economist, F. W. Dodge 
Corporation, speaking on possible con- 
sumer demand for housing. 


Franklin Briese, Vice President and 
Treasurer, Minnesota Mutual Life 
Insurance Co., speaking on likely 1960 
investor interest of the insurance com- 
panies. 

Saul B. Klaman, Director of Re- 
search, National Association of Mu- 
tual Savings Banks, New York, speak- 
ing on the possible savings banks’ 
purchases of mortgage loans. 

H. A. Yoars, vice president, The 
First National City Bank of New 
York, speaking on possible commer- 
cial bank purchases. 

James A. Cheek, vice chairman of 
the MBA Educational Committee and 
partner, W. A. McKinley Company, 
Dallas, is chairman of the SMU Con- 
ference. 

Among the MBA participants are 
President B. B. Bass, president of the 
American Mortgage and Investment 
Company, Oklahoma City; John A. 
Gilliland, chairman of MBA’s educa- 
tional committee and vice president, 
Knight, Orr & Company, Inc., Jack- 
sonville, Fla.; John F. Austin, Jr., past 
president of MBA and president, T. J. 
Bettes Company, Houston; Alvin E. 








Soniat, president, |. E. Foster & Son, 
Inc., Fort Worth. 


At the SMU Conference this year, 
for the first time, certificates will be 
awarded to those who have attended 
all five sessions of the SMU Confer- 


ence. 


MBA Film Achieving 
Wide Distribution 


Unlike commercial motion pictures 
which play in theatres and receive 
critics’ attention, films such as MBA’s 
“The Road to Better Living” must 
depend upon the extent of distribu- 
tion as a measure of gauging success. 
On this basis, the MBA film is doing 
very well. Premiered at the MBA 
New York Convention in 1959, The 
Road has already received extensive 
showings throughout the country. 
Thirty prints have been sold to mem- 
ber firms, including 12 local associa- 
tions. Most other local associations 
have purchases under consideration 
and a majority will buy prints, it is 
anticipated. Some local associations 
are engaged in statewide distribution 
of the film before many 
audiences. Others, particularly in 
large metropolitan areas, are engaged 
in extensive commercial distribution 
programs of their own. Thus, within 
the mortgage industry The Road is 
achieving entirely satisfactory distri- 
bution, Carey Winston, Washington, 
LD. C., Public Relations Committee 
Chairman pointed out. The reaction 
has been almost uniformly favorable, 
he said, and as one indication, some 
organizations and companies which 
rented prints later decided to pur- 
chase. 

The important part of the film’s 
distribution, however, is concentrated 
in the work of the two professional 
film distributors. Association Films, 
Inc., with offices in Ridgefield, New 
Jersey, La Grange, Illinois, San Fran- 
cisco and Dallas, is in charge of 
distribution to service corporations, 
organizations, schools, etc. Sterling- 
Movies U.S.A. Inc. is in charge of 
IV distribution. These firms did not 
start their active efforts until late 
November. 

Associated Films has booked more 
than 150 organization showings and 
there have been more than 20 tele- 


casts so far. 








kinds of. 








Profiles of People 
at work in MBA 


DALE M. THOMPSON is a living reflection of the old ‘adage 
that the more a man does, the more he can find time to do. It’s 
applicable in both his business and civic life in Kansas City where 
he heads City Bond and Mortgage Company, which is big, active and 
with some fine traditions behind it, and in the many contributions 
of value which he has made to MBA. In Kansas City, he is known 
as one of the community’s leading citizens because he has been one. 
Everything that interests Kansas City interests him and he has been 
a worker in all sorts of endeavors from urban plan- 
ning to president of the Kansas City Philharmonic 
to trustee of the University of Kansas City. He’s 
a University of Michigan graduate—Phi Beta Kappa 
no less—and harbors a deep interest in all educa- 
tional efforts. He’s been a frequent lecturer at the 
MBA School of Mortgage Banking where his deep voice delivering 
a clear and thoughtful message never fails to capture the interest of 
students. New things for him are usually a challenge, as FHA 220 
was and, as these pages have noted, his big Quality Hill development 
in Kansas City is a testimonial to that it can be done. As for MBA 
committees, he’s been on a lot of them, and this year is chairman 
of the Mortgage Market Committee for a second year. The MBA- 
NYU FHA-VA brochure was published under his direction. Mem- 
bers who hear a great deal about pension funds investing in mort- 
gages but also note the small volume so far can be sure that Dale 
Thompson’s committee is leaving no possibility unexplored to turn 
that condition completely around. 





LON WORTH CROW of Miami is one of that relatively 
small group of mortgage bankers whose family and company have 
a career in mortgages extending well into the past. His late father, 
Lon Worth Crow, was one of Florida’s pioneers. He was there when 
the big growth began and contributed substantially to it over the 
years. As Florida measures such things, the Lon Worth Crow Com- 
pany is an old timer. Crow has maintained the firm’s traditions but 
has seen to it that there’s another side of the coin too— the side 
which shows progressiveness and a will to never be 
afraid to find out if there isn’t a better way to do 
Result: the firm has been a source of 
modern methods of operating a 
mortgage business. Recently he was chairman of 
Florida MBA’s Legislative Committee which was 
instrumental in securing passage of its unique and constructive 
Mortgage Brokerage Act. Lon Worth Crow is a product of the 
University of Miami with A.B. and L.L.B. degrees and has been 
active in the company since 1937 except for four years with the 
Naval Reserve. In MBA, he’s worked on many committees and 
when an MBA meeting comes to his state, he’s in the thick of the 
arrangements to insure its success. The MBA educational program 
caught his interest from the beginning and he has appeared on 
numerous school programs since—always with the highest rating 
from faculty and students in their appraisal of the value of what 
they received. This year he is head of MBA’s Research Committee 
and, in characteristic fashion, doesn’t consider it a job confined to 
committee meetings alone but a year-around, week-in, week-out 
effort. It’s the kind of performance he’s used to delivering. 


anything. 
innovations in 
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Other MBAs 





Stuart Micklethwaite Detroit MBA President 


Stuart B. Micklethwaite, seated 
center, has been elected 1960 presi- 
dent of the Detroit MBA. He is 
assistant investment manager of The 
Maccabees. Elmer R. Field, seated 
left, vice president of the First Federal 
Savings and Loan Association, was 
elected vice president, and Donald H. 
Mitzel, right, vice president of Han- 


Theodore H. Buenger 


Theodore H. Buenger of Doven- 
muehle, Inc., has been nominated for 
president of the Chicago MBA to 
succeed Edward W. Asmus, vice pres- 
ident, Pullman Trust & Savings 
Bank. Newton S. Noble, Jr., Lake 
Michigan Mortgage Company, was 
nominated for vice president and 
John W. McBrady, Republic Realty 
Mortgage Corporation, for secretary- 
treasure! 

Members of the board of governors 
nominated for terms ending January, 
1962 were Merrill Bonnevier, Ad- 
vance Mortgage Corporation; Rich- 
ard E. Deianey, Percy Wilson Mort- 
gage & Finance Corp.; Frank M. 
Fleck, Great Lakes Mortgage Corpo- 
ration; Raymond J. Graham, First 
Federal Savings and Loan Associa- 
tion of Chicago 

Also James D. Green, The North- 
ern Trust Company; John F. Mc- 
Knight, National Bank of Hyde Park 
in Chicago; Francis X. Seep, H. Dal- 
mar & Co. and Sam Tavalin, Gen- 
eral Mortgage Investments, Inc 





nan Real Estate Exchange, was 
named secretary-treasurer. Governors, 
in addition to the officers, are from 
left, standing, James T. Barnes, retir- 
ing president; William A. Howe, 
Clarence M. MacKinnon, Baird F. 


Roberts, Samuel C. Turner and 
Waldo Watkins. Ronald Bainbridge 


was not present for the photograph. 


to Head Chicago MBA 


Election will be at the Association’s 
9th annual meeting. Chairman of 
the nominating committee was Robert 
H Pease 


Pres. Bass Addresses 
Arkansas MBA Meeting 


Re porte d for The Mortgage Banke? 
by Leland Duvall, Business Editor, 
Arkansas Gazette, Little Rock. 


HERE is no substitute for a 
aad loan and mortgage bankers 
can find themselves in a sticky situa- 
tion if they forget this basic fact, MBA 
President B. B. Bass told members of 
the Arkansas MBA at their year-end 
meeting in Little Rock. In the pres- 
ent climate, there is danger that some 
mortgage bankers may be tempted to 
ignore the threat of inflation and fail 
to make allowance for a possible in- 
crease in the rate of delinquencies. 

“The post-war building boom had 
not repealed any of the basic laws of 
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business. If you can get a loan on a 
sound basis, you should make it; if 
you have to make unreasonable con- 
cessions in order to obtain new busi- 
ness, forget it and service the loans 
you have,” he said. 

William E. Terry is president of the 
Arkansas MBA and presided at the 
meeting. 

Here is the way President Bass saw 
the situation: 

Builders, lenders, and borrowers 
have been somewhat spoiled by 15 
years of flush business. They did noth- 
ing to create the situation and they 
are doing little to keep it alive. Un- 
der these favorable conditions, the 
whole industry has become accus- 
tomed to “showing an increase” in 
volume each year but if there is a 
sign that business will level out there 
is a tendency to go to the government 
for help. The government comes 
through with appropriations, even 
when it has to borrow the money. 

The whole cycle of business boom 
and government props to create arti- 
ficial booms has upset the normal 
fluctuation of the business pattern. 
The condition is particularly danger- 
ous to mortgage bankers, who are vul- 
nerable to continued inflation or to a 
rise in delinquencies, he asserted. 

Everyone connected with the home 
building business has enjoyed the 
benefits of an “accidental” boom that 
has existed since the end of the war. 
At that time, there was a surplus de- 
mand for new houses because of the 
wartime interruption. The VA-guar- 
anteed and the FHA-insured loans 
with little or no down payments made 
it possible for millions of persons to 
buy houses. Home builders, mortgage 
bankers, life insurance companies, 
savings and loan associations and oth- 
ers in the business did nothing to 
create the situation but some of them 
developed the belief that they were 
entitled to the assurance that the situ- 
ation would continue. 

Basic economic laws decree that 
when the demand for a commodity- 
money, for example—increases with- 
out a corresponding gain in supply, 
the price will increase. That has hap- 
pened in the mortgage market, Mr. 
Bass said. 

When interest rates increase, the 
only solution is to induce more people 
to save money. Actually, that is what 
is happening when borrowers are will- 





ng to pay more for their loans. The 
narket makes saving attractive and— 
f rates rise enough—people will put 
their money into fixed-income invest- 


ments instead of stocks or real estate. 


Lenders try to negotiate for the 
best possible returns on their invest- 
ments, but they sometimes draw cri- 
ticism for this practice. People who 
think it is good business to buy stocks 
or real estate in hope the market will 
rise criticize the same motives in 
money lending. This twisted set of 
standards provides the basis for an 
appeal to Congress for assistance every 
time the building business shows signs 
that it is about to decline. 


The argument usually follows the 
line that money should be available 
at a “fair rate” but no one seems to 
know what that means. As a general 
rule, the “fair rate” is about one-half 
of one per cent below the current 
rate. When builders and home buyers 
had to pay 4.5 per cent, they thought 
+ per cent was a fair rate; now that 
the FHA ceiling is 5.75 per cent and 
the actual market is above 6 per cent, 
people think 5.25 per cent would be 
a fair rate. 


This year will show some drop 
but still be a good year 


Most of the complaints about tight 
money come from persons who are not 
informed of the situation, he said. 
Any qualified home buyer can find 
the money he needs—if he is willing 
to pay for it. Enough buyers will pay 
the price to make 1960 a good year 
for builders and lenders. Housing 


W. H. Bayless Named 
Baltimore MBA Head 


William H. Bayless, manager, mort- 
gage department, Chas. H. Steffey, 
Inc., was elected president of the 
Baltimore MBA. Jason W. Stock- 
bridge, president, Central Savings 
Bank, was elected vice president and 
Hugh H. Gambrill, vice president, 
Weaver Brothers, Inc., secretary-treas- 
urer. 

Mr. Bayless has been manager of 
the mortgage department of Charles 
H. Steffey, Inc., since 1955. 


C. O. Disse Elected St. Louis MBA Head 


St. Louis MBA installed its newly- 
elected officers at a meeting in De- 
cember. Above, George William Mc- 
Donald, left, vice president, Farm and 
Home Savings & Loan Association, 
treasurer; W. C. Rainford, president, 
Mercantile Mortgage Company, re- 
tiring president ; Chester O. Disse, vice 


starts should range somewhere _ be- 
tween 1,100,000 and 1,200,000, which 
would make it the third or fourth best 
year in history. The fact that 1960 
will not be the “best” year does not 
matter at all, he asserted. 

Mortgage bankers would do well 
to keep all this in mind when they 
are tempted to make a loan that is 
not sound. There is no reason why 





president, Vorhof-Duenke Company, 
newly-elected president; Carl W. Gus- 
oskey, real estate officer, St. Louis 
Union Trust Company, newly-elected 
vice president; and Frank X. Fitz- 
patrick, real estate officer, Mercantile 
Trust Company, secretary. 


they should feel that next year needs 
to be the best in their history. In the 
long run, they will be in better shape 
if they settle for the “good” loans and 
forget the others. New records are 
not valuable enough to cause a mort- 
gage banker to sacrifice basic business 
rules in order to increase volume. The 
time could come when such decisions 
would be costly. 





Cheaper by the Year... 


You can buy amortization fig- 
ures on a separate card for each 
year of mortgage life. 

In fact, for each year there 
is a cashier card, a ledger card, 
and a stub which you can give 
to the borrower. 

The cashier card has partici- 
pation figures as well as inter- 
est, principal and balance. The 


ledger card has space for escrow 


FINANCIAL puBLisHING COMPANY 
82 Brookline Avenue, Boston 15, Mass. 
SKILLED TABLEMAKERS FOR HALF A CENTURY 


entries. The cost is $2 for fig- 
ures for 10 years (or $3 for 
figures to maturity), subject to 
quantity discounts. Certainly 
this is cheaper than any form 
of copying off figures. 

If you would like to know 
more about these “Ledger 
Schedules” write for the pam- 
Bookkeep- 


phlet “Mortgage 


ing”, free for the asking. 


KENmore 6-1827 
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THE SHAPE OF TOMORROW 
Continued from page 27) 
mortgage portfolios at current ratios 
necessitates the companies investing 

very large sums every year. 

As a result of favorable yield dif- 
ferentials in late 1958 and early 1959, 
the life companies invested more 
money in mortgages in 1959 than they 
did in 1958. The demand for mort- 
gages was so strong, and the yield 
so attractive, that their funds were 
largely committed early in the year 
and many companies are currently 
out of the market until they know 
what their allocations are going to be. 

Today, interest are at the 
highest level in 30 In the 
United States 534-6% per cent ap- 
pears to be the range on conventional 
mortgages, with 644 per cent the 
prevalent rate asked by the insurance 
industry. Loans secured by national 
credit requires a 5% to 6 per cent 
coupon. The life companies have no 
interest in VA at 5% per cent, but 
considerable interest in FHA’s at 5% 
per cent. 


rates 
years. 


In Canada, the range of mortgage 
rates is from 6%4-7% per cent, but 
most life companies are asking 7% 
per cent. National credits require a 
6% to 7 per cent coupon. NHA 
mortgages at 6 per cent have no at- 
traction to life companies.* 

At best, forecasting is a hazardous 
game. It is particularly difficult today 
when economic trends are so difficult 
to assess and project. However, there 
is one thing that is certain and can 
be forecast without fear of contradic- 
tion: bonds and mortgages will con- 
tinue to be the favorite investment 
outlet for life insurance companies. 
They will continue to invest a large 
proportion of their funds in mort- 
gages. 

The life companies enjoy a rela- 
tively stable and predictable inflow of 
savings which is not influenced signi- 
ficantly by periods of boom or de- 
pression, or by conditions of tight or 
money. Funds available for in- 
annually arise from two 
Net income 
over expense or, what is more com- 
monly referred to as their annual in- 
crease in assets. 2. Annual repay- 
ments on existing investments. 


easy 
vestment 


sources: 1. increase in 


The sum of these two items is pre- 


"Since increased to 6% per cent. Ed. 


dictable and amounts to approxi- 
mately $11 billion in the United 
States and $700 million in Canada 

The sale of government bonds will 
not supplement this fund as it did 
in the past for reasons previously ex- 
plained. The question is not whether 
the companies will have a large or 
small amount to invest but, how are 
the life insurance companies going to 
split their funds between bonds and 
mortgages? 

The companies will continue to in- 
vest a large proportion of their funds 
in mortgages because they are ideally 
suited for life insurance portfolios: 
They show a high rate of return. Ex- 
perience indicates a high degree of 
safety. Monthly repayment schedules 
provide a desirable degree of liquidity. 

While the investment officers recog- 
nize the advantages of mortgages, 
they must have regard to their vary- 
ing differential in yield with alterna- 
tive forms of investments, particularly 
bonds. Hence the industry will con- 
tinue to place less emphasis on mort- 
gages in years when the economy is 
buoyant and there is a strong demand 
for capital in the bond market. Con- 
versely, the emphasis will shift back 
to mortgages, when the differential in 
yield widens, with a declining demand 
for capital through the medium of the 
bond market. 

Commitments from life 
companies will be hard to come by 
until the middle of January. Com- 
panies allocate their investible funds 
on a budget basis much like any other 
business. They, too, must live within 
the limits of their income. The de- 
mand for mortgages was in excess of 
supply in 1959 and under these cir- 
cumstances it is understandable why 
investible funds, allocated to mortgage 
departments for 1959, have already 
been committed. The mortgage de- 
partments of many life companies are 
awaiting an allocation for 1960 which 
usually is forthcoming in January. In 
the meantime, those companies that 
do have funds are in a most advan- 
tageous position to obtain attractive 
terms. Potential borrowers will offer 
extraordinary prices to obtain a por- 
tion of the limited funds still avail- 
able. A few homeowners are paying 
6% per cent or more in the United 
States and 7% per cent or more in 
Canada. This will be the exception as 
most life insurance companies at this 
time will not exceed 6% per cent in 


insurance 
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the United States and 74 per cent in 


Canada. In fact some will ask only 
6 per cent and 7 per cent respectively. 


It is clear that, in both the United 
States and Canada, economic activity 
is accelerating and that we are in the 
upward phase of the business cycle. 
The Federal Reserve and the Bank 
of Canada are not permitting the 
money supply to increase in an effort 
to restrain inflation. However, condi- 
tions may be modified early in 1960, 
depending upon the course of the 
U. S. economy in the next few 
months. For example, if the steel 
strike is settled soon and labor-man- 
agement relations become more ami- 
cable at an early date, economic ac- 
tivity in the United States will surge 
forward as industry will strive to catch 
up on lost production. This will mean 
considerable demand for capital, 
tighter money, and probably higher 
interest rates. 


I am assuming, of course, that the 
Federal Reserve will continue its tight 
money policy to prevent prices from 
rising. On the other hand, if the steel 
strike is not settled soon and labor- 
management continue a running bat- 
tle over the next 2 to 6 months, then 


the U. S. economy may lose its 
momentum, the demand for capital 
will decline and interest rates will 


tend to fall. 


Your guess of the outcome of the 
labor trouble is as good as mine. For 
what it is worth, I believe these prob- 
lems will be resolved before irrepar- 
able damage is done the economy. 
The expected dramatic upsurge in 
economic conditions will not be felt 
until the last half of the year. This 
means that mortgage yields will con- 
tinue to be high and may rise further 
in the last half of 1960. Regardless 
of outcome, the life insurance com- 
panies will invest as much money in 
mortgages, in both the United States 
and Canada in 1960 as they did in 
1959. 

There is a resistance within the life 
insurance industry against too high 
interest rates. Many companies re- 
luctantly raised the rate above 6 per 
cent in the United States and 7 per 
cent in Canada. I think this feeling 
is gaining sufficient strength that it 
is unlikely we will see the life com- 
panies participating in mortgages 
bearing rates of interest much higher 
than prevailing rates. 





SERVICING TIPS 





from the TOP 


About mortgage loan servicing 
Conducted by W. W. Dwire 


Chairman, Servicing Committee 








Cutting Down on Correspondence 


E RECENTLY developed a 
set of four forms which have 
proved effective and economical for 
us and, we believe, for our corre- 
spondents. Although there is nothing 
original about their design or 


make-up, they may be of some value- 


to at least a portion of the member- 
ship. The items covered are exclu- 
sively those which originate with the 
investor, but it appears that forms of 
comparable style with revised text 
would be equally useful and econom- 
ical for the mortgage banker. 

Early in 1959 we made a survey 
of outgoing correspondence. All 
stenographers and typists were in- 
structed to prepare an extra copy of 
all letters whether dictated, fill-ins 
or standard copy types. At the end 
of two months, the copies were sorted 
into the various phases of mortgage 
loan servicing, i.e., prepayments, de- 
linquencies, hazard insurance, etc. 

Each individual phase was further 
refined by sorting as to purpose or 
nature of request, and it became 
readily obvious there was a great 
repetition of about 50 basic items. 
Though the letters were typically 
dressed up with an opening and clos- 
ing paragraph, it became equally ob- 
vious that the “meat” was in one 
paragraph. 

Each paragraph was then stream- 
lined to the minimum number of 
words that would clearly state the 
problem or purpose, and when fin- 


One of the greatest wastes of time in business is the 

time and effort given to correspondence that’s too long. 

All sorts of devices have been created to cut down on length 
and do, in a few words, what now takes paragraphs and pages. 
Here’s how the mortgage department of a life company 
approached the problem. The action taken has meant 


a savings of everyone’s time. 


By JOSEPH L. ENGLEMAN 


Director of Mortgage Services 


Mutual Life Insurance Company, New York 


ished, we found we had 44 basic 
paragraphs that covered 75 to 80 per 
cent of our correspondence. 

A letter-size form accommodates 
10-12 paragraphs. Since loan prepay- 
ment was the only category in which 
the pertinent basic paragraphs re- 
quired a full page, we incorporated 
all into one form identified as “Loan 
Prepayment.” The other 33 para- 
graphs covered routine requests on 
nine separate categories and com- 
bination forms were designed to cover 
the following: 

1, Hazard insurance matters- 

nual certification; 

2. Delinquency, property inspec- 
tion, property repairs; 

3. Identification, document fol- 
low-up, yield, and, of course, 
miscellaneous. 

The upper portion of each form is 

identical. Instructions for distribu- 


an- 


tion of the various parts are 
printed above the snap-out perfora- 
tion. The heading provides space for: 
addressee, subject, property address, 
MONY’S loan number, date and sig- 
nature of sender. (See cut page 42). 

Mechanically, each form consists of 
four parts all hole-punched for filing 
with built-in carbon and snap-out 
style with parts 2 and 3 slightly 
longer than | and 4 to simplify the 
snap-out. 

After preparation, parts 2 and 3 
are detached and retained by us, part 
2 for follow-up and part 3 for the 
loan folder. Parts 1 and 4 with car- 
bons intact are sent to addressee. 

The lower portion of each form is 
likewise identical and provides space 
for the correspondent to insert his 
reply after which part | is returned 
to us and part 4 retained by the cor- 
respondent. 


pre- 
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Aside from the economy of using 
the same form for both request and 
reply and providing copy for both 
correspondent and investor, there is 
the further advantage that none of 
the fill-in identification needs to be 
rewritten, eliminating the possibility 
of error which frequently occurs in 
the process of recopying. 

To repeat, there is nothing original 
in the design of these forms. They 
are offered only in the hope they may 
be of value to someone else 


~ 


cheduling 


emittances 


{ plan for better control 


By L. K. HORN 


Secretary Treasurer, Lon 
W orth Crow Company, Miami 


HEN a company is small with 
W: few investors it is easy to keep 
track of when remittances are to be 
made and their promptness. As the 
investors increase, it becomes more 
complicated. This, obviously, neces- 
sitates a more proper method of 
scheduling. Generally, however, serv- 
icers do not recognize the desirability 
of a change. Our office was no ex- 
ception and we continued using an 
obsolete system. The remittance clerk 
would prepare a rough schedule 
monthly setting forth when remit- 
tances were due. We had no particu- 
lar difficulty as long as that clerk was 
available or if, in his absence, the 
schedule could be located and de- 
ciphered. But if these circumstances 
did not prevail, it was next to impos- 
sible for the supervisor or others to 
carry on 

After several unfortunate experi- 
ences because of our ineffective sys- 
tem, we recognized the need for some- 
thing better. We needed a system 
whereby the information would be 
immediately available with a mini- 
mum amount of difficulty. We came 
up with the idea of putting the infor- 
mation on something to be hung on 
the wall. Through the process of elimi- 
nation we decided to use a peg board. 

In designing the “board,” as it is 
now called, several basic requirements 





instructions | Alter set & prepered on typewriter 00 MOT SHAP APART. Merely detoch ports 2 & Jiconary & bive copies! and distribute. Leave olf carbons 
ttm hed 
2 Seed ong ond pert 4 igreen & pink copier) intect te oddressee 


Addrevee—Alter plecing reply hereon, cnap opert Beturn original (green! to MONY Retain pink copy for your files 


ew eh) FTO USA 
LOAN REPAYMENT Mona Oe Mew Yor 
ht —UTUAL UFE URANCE COMPANY OF MEW roe 


PLEASE SEND REPLY ATTENTION OF: MTGE. INY. DEPT. (28-3) 





\ THE MUTUAL LiFe DATE 
PROM: INSURANCE CO. OF N.Y. 
1748 SROADWAY, NEW YORE 19, H. Y. 
RE MONY OAN NC 
PREMISE 
DEAR Sik. 


PLEASE NOTE ITEMS DESIGNATED SY “X" BELOW. 


For Director of Mortgage Services 





We sent you the mortgege documents and | satisfact vering above los anticipation of full repayment. No evidence 
has been received. Please return all papers by registered mail if funds not received within next 5 days 
ecords show this loan has been (will be) repaid in full. Please submit completed RE-94 form as per instructions in Sec- 


* MONY Mortqege Manus 


w an has been repaid in full. We have t received copy of FHA form 72344. Please submit as per 
ection 5 of MONY's Mortgage Manua 


4. Asy equested, we er e documents designated by “X" below. Please ret thern ¢ t later than 30 days from 
expected dete of peyott if repayment not received 
e 1 Satisfaction /Release VA Guaranty Certificate Note/Bond & Warrant 
Abstract and Attorneys Opinion Mortgage/Deed of Trust Assignment 
ed papers and hazard policies may be given to owner/his representative only upon receipt of full amount due for 
ny terest and prepayment consideration, if any 
FHA of repayment on form 22344 and send opy. 
Please remit the |% premium to SHA in accordance with requiations. Show on #2344 form 
x ease d t release escrow funds until you receive acknowledged copy of #2344 from FHA indicating termination of 
ance 
e Guaranty Certificate “paid in ful f not already endorsed, when full repayment has been received. Send 
ate to VA. If Guaranty endorsed on Note, please advise VA by letter when full repayment has been received. 
~ how thet we received your RE-94 form about 3 months age nce funds have not bees received, the “notite” 
3 cancelled and er sed. Please submit new form if payment will be made at later date 


ed acknowledged copy of FHA form 22344 to be filed in the loan folder held in your office as specified in Section 5 
f MONY’'s Mortgege Manue 





KX THIS SECTION SHOULD SE USED FOR YOUR REPLY. MERELY INDICATE THE APPROPRIATE ITEM GELOW .. . SEND ORIGINAL TO US 
RETAIN PINK COPY FoR YOUR FILE. 
As requested, we enclose We cannot comply with your request becouse 


Date - = . . — _Signeture 





SEE ROUTING INSTRUCTIONS ABOVE 


were desired in the final product. As vestor and whether the report went 
it was to be changed monthly, the out on schedule and if not, when. 
setup process had to be simple. The Finally, it had to be durable and of a 
information had to be presented so practical size. 

that it could be read quickly and 
easily indicating the days of the 
month we should remit to each in- 


Our selection was a heavy duty 
plastic perforated display board 
which could be lined off forming a 
chart. Letters, numerals and symbols 
could be inserted into the perforations 
in any manner we desired (see cut). 
We ran the investor code vertically 
and the working days of the month 
horizontally. Since it would be com- 
plicated to spell out the investors’ 
names in full, we utilized our bank 
code number and placed a cross-ref- 
erence sheet close by. The days that 
the individual investor’s remittances 
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People : 


Michael J. Burke was elected presi- 
dent of The Lincoln Savings Bank, 
Brooklyn. He joined the bank in 1949 
as vice president, becoming a trustee 
in 1953 and executive vice president 
in 1955. For 30 years he was prom- 
inent in the mortgage field and began 
his career back in 1926 with New 
York Title and Mortgage Company. 


Phoenix Title and Trust Company, 
Phoenix, Arizona elected John M. 
Clements, chairman; Rhes H. Corne- 
lius as president and Edward B. Jul- 


iber, executive vice president. 


E. S. Kassler, Jr., President, Kass- 
ler & Co., Denver, was elected to the 
board of California Light & Power 
Company. 


Walter I. Black, president, Service 
Investment Company, Denver, an- 
nounced the promotion of Fred E. 
Kirk to the office of executive vice 
president and the promotion of Rob- 
ert D. Knowlton to the office of vice 
president. 


are to be mailed are indicated with a 
horizontal dash under the proper day 
and opposite the investor. When a 
remittance goes out as scheduled, the 
dash is rotated to a vertical position. 
If, for any reason, the remittance 
does not go out on schedule, a red 
dash is placed under the date it was 
mailed. 


In preparation, the servicing agree- 
ment for each investor was carefully 
analyzed. From these agreements and 
correspondence, we established a prac- 
tical and acceptable remittance sched- 
ule. It was prepared on a “working- 
day-of-the-month”’ basis. In this 
manner the remittances would go out 


: Events 
> Places: 


R. C. Watts has joined Lister In- 
vestment Company, San Diego as a 
vice president, according to Keith 
Lister, president. Watts, one of the 
original organizers and a member of 
the board of a mortgage banking firm, 
will be in charge of new business 
development. 


Ivor B. Clark, Jr. has been elected 
vice president of Ivor B. Clark, Inc., 
New York. He was formerly an as- 
sistant vice president and joined the 
firm in 1954. He has since been ac- 
tive in soliciting and placing mort- 
gages for major real estate properties 
across the country. 


T. Irving Howe has been elected 
vice president, and Robert E. Dray- 
ton appointed assistant real estate 
officer, and Mercer E. Simmington 
appointed assistant treasurer of Provi- 
dent Tradesmens Bank and Trust 
Company, Philadelphia. Mr. Howe 
is past president of Philadelphia 
MBA, director of the Home Build- 
ers’ Association of Philadelphia and 
a member of the Philadelphia Real 
Estate Board. 


on the same working day of each 
month, but not necessarily the same 
date each month. 

An examination is made of the 
board at the end of each month to 
determine if all of the remittances 
went out on schedule. If any did not, 
inquiry is made of the tab operator 
to learn the reason and what could 
preclude a recurrence. After this ex- 
amination, the restoration of the 
board for the following month merely 
requires inserting the name of the 
month and dates of those working 
days for that month. 

We have found this system to be 


satisfactory. Aside from its original 
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Fred Stimpfig, secretary-treasurer 
of Dwyer-Curlett and Co., Los An- 
geles, since 1954, has been appointed 
financial vice president, Richard F. 
Dwyer, president, announced. Stimp- 
fig joins John B. Flanagan, vice presi- 
dent in charge of loan acquisition. 
Stimpfig will remain treasurer of the 
company. 

After studying accounting at Los 
Angeles City College, Stimpfig was 
affiliated with the New York Stock 
Exchange for 13 years. He was as- 
sistant auditor at Coldwell, Banker 
and Co. for seven years before join- 
ing Dwyer-Curlett and Co. as office 
manager in 1947. Stimpfig is on the 
servicing committee of both the Cali- 
fornia MBA and the Southern Cali- 
fornia MBA. 


Percy Wilson Mortgage & Finance 
Corp., Chicago, has opened an office 
in Champaign, IIl., to handle its mort- 
gage business in central Illinois and 
Indiana, Robert H. Wilson, president, 
announced. Earl W. Stanfield, who 
joined the Wilson organization in 
1959, has been appointed manager. 
He was previously vice president and 
general manager of Cross Country 
Homes Corp. 


intent, we have received several valu- 
able by-products. It has served as a 
psychological inducement for the em- 
ployees of the Tab Department to get 
work out on schedule. We can utilize 
the board as a check list to deter- 
mine if other requirements of the 
investors are being met on time such 
as Single Debit, periodic trial bal- 
ances, early cut-offs, etc. The actual 
preparation of the initial schedule 
brought to our attention the fact that 
we had too many daily peak loads. 
With assistance from the investors, 
we were able to level off the peaks 
and more efficiently schedule the work 
load of the various machines. 
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New Members in MBA 


ALABAMA, Huntsville: Cobbs, Allen & 
Hall Mortgage Company, Inc., Jack Wil- 
son, Manager; Mobile: Realty Mortgage 
Company, Joseph E. Serda, Branch Man- 


ager 


ARIZONA, Phoenix: George A. Bau- 
mann. 

ARKANSAS, Little Rock: H. T. Wat- 
kins & Company, Inc., H. T. Watkins, 
President 

CALIFORNIA, Los Angeles: Investors 


Diversified Services, Inc., R. E. Foresman, 
Manager; Pacific Coast Title Insurance 
Co.; Sacramento: Commonwealth, Inc., 
Joseph Yazzolino, Jr., Vice President; San 
Francisco: Main and Company, William 
P. Wood. 

COLORADO, Denver: Bank of Denver, 
D. J. McDonald, Vice President; Hall 
and Hall Mortgage Corporation, Henry 
C. Hall, Jr., Secretary-Treasurer. 

FLORIDA, Bradenton: First National 
Bank of Bradenton, Jim W. Johnson, Jr., 


Assistant Vice President; Miami: C. B. 
Moak & Co., Inc., H. A. Hausmann, Pres- 
ident; Orlando: Mason Mortgage Com- 


pany, Robert B. Phillips, Vice President; 
Pensacola: E. S. Watts & Co., Inc., Earl 
Nobles, Branch Manager ; Tampa: Stockton, 
Whatley, Davin & Company, Cecil H. 
Hulsberg, Vice President and Manager; 
West Palm Beach: Chelsea Title & Guar- 
anty Company, Leigh W. Conover, Vice 
President; Stockton, Whatley, Davin & 
Company, J. Douglas Rowe, Assistant Vice 
President and Manager 

GEORGIA, Atlanta Guaranty Title 
Insurance Company, Trammell McIntyre, 
Executive Vice President; Savannah: 
Tharpe & Brooks, Incorporated, W. L 
Patterson, Jr., Assistant Vice President. 

ILLINOIS, Champaign: Harper Mort- 


gage Co., Boyd Harper 
MASSACHUSETTS, Fall River: Fall 
River Savings Bank, Robert F. Sykes, 


Treasurer 

MICHIGAN, Grand Rapids: H. G 
Woodruff, Inc., William Van Coevering, 
Assistant Secretary 

MISSOURI, Kansas City: Kansas City 
Fire and Marine Insurance Company, 
Fred H. Calvin, Executive Vice President. 

NEBRASKA, Omaha 
Company, W. E. Hey, 
President; Woodmen of the 
Insurance Society, Douglas G 
Manager, Mortgage Department 

NEW MEXICO, Albuquerque: Inglis 
Mortgage Company, Don Vollmer, Assist- 
ant Vice President. 

NEW YORK, Albany: Albany Savings 
Bank, Frederick J. Hetrick, Vice Presi- 
dent; Brooklyn: The Dime Savings Bank 
of Williamsburgh, T. A. Malmberg, Vice 
President; New York: Empire City Sav- 
ings Bank, John F. Dooley, Vice President; 
North Side Savings Bank, James Corcoran; 
Rutgers, Massey and Company 

NORTH CAROLINA, Greensboro 
Southern Life Insurance Company, S. A. 
Yates, Manager, Mortgage Loan Depart- 
ment. 

OHIO, Canton: Fraser Mortgage Com- 
Leonard J. Reitz, Manager; Cin- 


Iowa Securities 
Executive Vice 
World Life 
Alford, 


pany, 


Advance Mortgage Corporation, 
J. P. Surran, Assistant Vice President; 
Cleveland: Advance Mortgage Corpora- 
tion, John Dyer, Assistant Vice President; 
Columbus: Toledo Home Mortgages, Inc., 
L. R. Marryott, Vice President; Jay F. 
Zook, Inc., Dale Armstrong, Assistant 
Vice President; Struthers: The Colony 
Mortgage Corporation, T. L. Ely, Presi- 
dent. 

OKLAHOMA, Ponca City: The Daw- 
son Company, C. K. Dawson, President; 
Tulsa: Tri-State Insurance Company, 
Ralph C. Heard, Vice President. 


cinnati: 
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‘It’s Been Said —: 


It’s getting harder and harder to 
support the government in the style 
to which it is accustomed. 


The trouble with the average budget 
is that it is hard to fill up one hole 
without digging another. 


One of the most alarming aspects 
of modern juveniles is that they be- 
lieve money comes from the govern- 
ment. = 

Standing committees are the best 
kind. When they sit down, they get 
nowhere. 


Psychiatrists say it’s not good for 
a man to keep too much to himself. 
The Department of Internal Revenue 
says the same thing. 


Families used to be considered shift- 
less is they lived from payday to pay- 
day. Now they wish they could. 


About all the United States is 
getting to see of the dove of peace is 


the bill. Alex Dreter. 


Almost everyone knows the differ- 
ence between right and wrong. But 
some just hate to make decisions. 


The people who look to govern- 
ment to bring them security and pros- 
perity ought to remember what hap- 
pened to the American Indian. 
Banking. 


He who is at war with what is hate- 
ful within himself is too busy to be at 
war with his neighbor.—Bishop Ful- 
ton J. Sheen. 


The huge national debt our younger 
generation will inherit should keep 
them from one indulgence—ancestor 


worship.—Wall Street Journal. 


Our children know all about what 
society owes them. Apparently a les- 
son that hasn’t been taught is what 


they owe society. 
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OREGON, Salem: Commonwealth, 
Inc., A. Rinar Mattson, Vice President. 

PENNSYLVANIA, Philadelphia: Colo- 
nial Mortgage Service Company, David 
H. Solms, President; Pittsburgh: The Kis- 
sell Company, J. W. Alberty, Vice Presi- 
dent. 

SOUTH CAROLINA, Anderson: C. 
Douglas Wilson & Co., Mitchell Suther- 
land, Manager; Spartanburg: C. Douglas 
Wilson & Co., Jack W. Newton, Manager 

TENNESSEE, Nashville: First American 
National Bank, G. F. Turner, Assistant 
Vice President. 

TEXAS, Austin: Mortgage and Trust, 
Inc., James E. Crozier, Vice President; 
Houston: South Coast Life Insurance 
Company, H. Arthur Littell, Vice Presi- 
dent; Lubbock: Key Investment Company, 
C. E. May, Vice President; Midland: 
Mortgage and Trust, Inc., James E. Dunn, 
Assistant Vice President; Realty Mortgage 
Corporation, James H. Brown, Vice Presi- 
dent; Odessa: Mortgage and Trust, Inc., 
John Van Kampen, Assistant Vice Presi- 
dent. 

WEST VIRGINIA, Parkersburg: Wood 
County Bank, B. H. Putnam, Real Estat 
Officer. 





PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this column, 
uidress letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 


Street, Chicago 2, Illinois. 











POSITION WANTED 
Young mortgage man with national in- 
vestor experience in residential and com- 
mercial appraising and production seeks 
connection with active organization. De- 
gree. Write Box 623. 
AVAILABLE 

Appraiser with extensive high calibre ex- 
perience on residential, commercial, indus- 
trial, specal purpose properties. Broad 
background of sales, acquisition, and mort- 
gage lending in southeast and midwest. In 
thirties, college, member Appraisal Insti- 
tute. Capable and willing to assume re- 
sponsibility. Seek challenging opportunity 
to utilize background and experience. 
Write Box 624. 


EXPERIENCED SERVICING 
MANAGER 

Florida Mortgage Banker servicing over 
five thousand loans is seeking qualified 
and experienced Servicing Manager for 
its organization. Prefer several years ex- 
perience as a manager. Forward complete 
résumé of background, experience and 
qualifications including salary require- 
ments to Box 631. All replies will be 
treated as confidential. 


Man, 28, V. A. Supervisory Staff Ap- 
praiser, five years mortgage lending, ap- 
praisal experience—commercial, industrial, 
residential properties with very large bank 
B. S. Accounting. Desires position in mort- 
gage lending-investment field. Résumé fur- 
nished. Write Box 632. 





MORTGAGE OFFICER middle aged man 
desires new location, 5 years experience 
all phases FHA, VA, conventional loans, 
processing, closing, servicing, appraising, 
Fanny-May, will relocate in similar posi- 
tion, presently employed, early availability. 


Write Box 633. 


MINNESOTA TITLE means 
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UNDERWRITING* 
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2k Among our many responsibilities is the main- 


tenance of sound underwriting policies and 
practices. We know that investors place heavy 
reliance on our judgment of insurability. 

Our underwriting principles are established 
and supervised by highly-skilled experts, ex- 
perienced in the legal and business aspects of 
an intricate profession. They set standards 
that benefit every insured under a Minnesota 
Title policy. 

When you insure through Minnesota Title 
you can be certain that sound underwriting 
practices stand behind your policies. 


F. R. Lenz, Vice President, R. M. Blaese, First Vice President 


and G. T. Carroll, Counsel 


OF MINNESOTA 
400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 


Capital, Surplus and Reserves in Excess of $4,500,000 


ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 

MINNESOTA MISSISSIPPI MISSOURI MONTANA NEBRASKA 

NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 

SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 
WYOMING 








In 1861 this type ship played an important part in 
the early day commerce of our country. It was in 1861, 
too, that Kansas City Title Insurance Company had its 
beginning. Today, with the facilities, financial strength 
and experience of nearly 100 years it plays an important 
part in mortgage transactions all over the country. 





Title Insurance... 


For smooth sailing in mortgage transactions 


A Kansas City Title Insurance Company policy helps you 
sail smoothly around the delays and inconvenience of title 
tie-ups. It gives you speedier and more profitable mortgage 
transfers. It gives your customers the pre-determined title 
security they demand. 


Embark now on a more attractive mortgage transfer pro- 
gram for your investors and yourself. Call in a Kansas City 
Title agent today. 


Kansas City Gitte ee 


“a: ” Capital, Surplus and Reserves Exceed $5,500,000.00 
Since 1861 925 Wolnut, Kansas City 6, Missouri 





Branch Offices: 

Baltimore, Maryland, 210 North 
Calvert St.; Little Rock, Arkansas, 
214 Lovisiana St.; Nashville, Tenn., 
S.W. Cor. 3rd & Union St.; Jack- 
son, Miss., 206 Medical Bidg., 518 
E. Capitol St.; Denver, Colo., 407 
Columbine Bidg., 1845 Sherman St. 
317-18 Southeastern Bidg., Greens- 
boro, N. C. 


Licensed in the following states: 
Alabama, Arkansas, Colorado, 
Delaware, Florida, Georgia, Indi- 
ana, Kansas, Lovisiana, Maryland, 
Mississippi, Missouri, Montana, 
Nebraska, Nevada, N. Carolina, 
Ohio, S. Carolina, Tennessee, 
Texas, Utah, Virginia, Wisconsin, 
Wyoming, and the District of 
Columbia. 


Directory of Agencies furnished 
on request. 








